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The Honourable 
The Minister of Finance 
Ottawa. 


Dear Mr. Minister: 


I refer to your letters dated June 6 and 
June 20, 1969, in which you directed the Tariff Board 
to study and report on tariff item 56205-1 in so far 
as it relates to fabrics used in the manufacture of 
garments and wearing apparel and its effects on 
Canadian production of garments and wearing apparel. 


In conformity with Section 4(2) of the 
Tariff Board Act, I have the honour to transmit the 
Report of the Board relating to woven fabrics of 
man-made fibres used in the manufacture of garments, 
in English and in French. A copy of the transcript 
of the proceedings at the public hearings accompanies 
the Report. 


Yours faithfully, 


Wo beets E 


Chairman 


Explanation of Symbols Used 


Denotes zero or none reported 
Indicates that figures are not available 


In statistical tables, indicates a reported 
figure which disappears on rounding, or is 
negligible 


A small letter in brackets denotes a footnote 
to a table 


Denotes a Dominion Bureau of Statistics import 
or export statistical class 


Denotes volume and page of the transcript of 
proceedings at the public hearing unless the 
context clearly indicates another cited reference 


The sum of the figures in a table may differ from 
the total, owing to rounding 
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LETTERS OF REFERENCE 


Ottawa, June 20, 1969 


Mr. L.C. Audette 
Chairman 

The Tariff Board 
Ottawa. 


Dear Mr. Audette: 


I refer to my letter of June 6 in which I 
asked the Tariff Board to make a study of tariff 
item 56205-1 in so far as it relates to fabrics used 
in the manufacture of garments and wearing apparel. 


After further consideration of this matter 
with my colleagues most directly concerned with this 
study, I find that it would be acceptable if the Board 
submitted its report on this Reference by the end of 
February, 1970. 


Yours sincerely, 


E.Jd. BENSON 


Ottawa, June 6, 1969 


Mr. L.C. Audette 
Chairman 

The Tariff Board 
Ottawa. 


Dear Mr. Audette: 


As a result of the growing popularity of permanent- 
press type garments, the fabrics enumerated in item 56205-1 of 
the Customs Tariff have become an increasingly important raw 
material for Canadian manufacturers of garments and wearing 
apparel. These manufacturers, particularly those producing 
shirts, trousers, dresses and blouses, have represented that 
the rates of duty under this item discourage production in 
Canada and favour the importation of completely finished gar- 
ments, particularly since they must rely to an appreciable 
extent on imported fabrics in order to meet consumer demand 
for style and variety. 


I believe that the proper forum for the opposing 
interests in this case to debate the merits of their respective 
positions is the Tariff Board and that this issue should be 
resolved in the light of a full examination of the relevant 
facts by the Board, including any developments which may have 
occurred since 1960. 


I therefore direct the Tariff Board to make a study 
and report under section 4(2) of the Tariff Board Act of tariff 
item 56205-1 in so far as it relates to fabrics used in the 
manufacture of garments and wearing apparel and its effects on 
Canadian production of garments and wearing apparel. 


If the Board's study should indicate that different 
provisions should be made for these fabrics, either by amendment 
to the Customs Tariff or by regulation, I would ask the Board to 
include in its report recommendations regarding any such amend- 
ments or regulations. I would expect the Board, in making such 
recommendations, to take into account the existing rates of duty 
applicable on the materials used by the Canadian manufacturers 
of the fabrics enumerated in this item and also the existing 
rates of duty on the garments and wearing apparel made from 
these fabrics. 


I would ask the Board to hold its hearings as soon as 
possible and to submit its report before the end of the year. 


Yours sincerely, 


E.J. BENSON 
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Companies and Agencies Which Made Representations 


A public hearing was held at Ottawa on November 17, 18, 19, 
20.. 21, \ 2h 25 and con 169. 


Representations were received from the following: 


Apparel Manufacturers Council 


of Canada Toronto, Ont. 
* British Man-Made Fibres Federation Manchester, England 
* QO, Browne & Co. Ltd. Montreal, Quebec 
* The Canadian Chemical Producers' 
Association Ottawa, Ontario 
Canadian Men's Fine Clothing 
Manufacturers Association Montreal, Quebec 
The Canadian Shirt Manufacturers' 
Association Ottawa, Ontario 
The Canadian Textiles Institute Montreal, Quebec 
Man-Made Textiles Association Montreal, Quebec 
Textile Workers' Union of America Don Mills, Ontario 
United Textile Workers of America Hamilton, Ontario 


* not represented at the hearing 
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INTRODUCTION 


In his letter, the Minister instructed the Tariff Board to 
make a study of "tariff item 56205-1 in so far as it relates to 
fabrics used in the manufacture of garments and wearing apparel and 
its effects on Canadian production of garments and wearing apparel". 
In general terms, this tariff item applies to broad-woven fabrics 
containing more than five per cent, by weight, of man-made fibres or 
filaments; the rates in effect since June 4, 1969, are 224 pacers hes 
and 25 p.c. plus 15 cents per pound, M.F.N. 


Virtually all the discussion at the public hearing was in 
relation to the M.F.N. rate of duty. Representatives of the Canadian 
clothing industry urged that the existing rates of duty on other than 
yarn-dyed fabrics should be reduced to either D720p.c. or 20np ace. 
B.P. and 20 pez, M.F.N., cand fonsyarn-dyedsravrics sto free; ihe 
proposed change in the B.P. rate of duty on other than icine 
fabrics was deemed to be of little importance by the clothing manufac- 
Pures, 


The proposals relative to the B.P. rate would involve a 
reduction of 25 to 5 percentage points from the existing rate. The 
combination of the ad valorem and specific duties on imports under 
the M.F.N. Tariff is equivalent to an ad valorem rate of 30 to 35 p.c., 
depending on the weight of the fabric. Therefore, the proposed rate 
of 20 p.c., M.F.N. on other than yarn-dyed fabrics would involve a 
substantial change from the existing rate. 


The proposal of free entry for yarn-dyed fabrics for use in 
the manufacture of apparel, would, of course, involve substantial 
decreases in both the B.P. and M.F.N. rates. 


These proposals were opposed by representatives of the 
primary textiles industry, who advocated that there be no change in 
the existing rates. 


The clothing manufacturers said that the competition of low- 
price imports had forced them to enter the high-style, high-price field 
where their competition was mainly from the U.S.A. They claimed that 
they were at a disadvantage in meeting this competition because the 
cost of their principal raw material, the fabric, was much higher than 
to a manufacturer in U.S.A. They also claimed that the existing rate 
structure was anomalous because fabrics containing man-made fibres, 
which had become increasingly important in recent years, were dutiable 
at a rate equivalent to more than 30 p.c. ad valorem, under item 
56205-1 while the garments produced from such fabrics were dutiable at 
25 p.c., M.F.N., under item 56300-1 and, to a lesser extent, at 224 
Dec., Mob Ne. under item 6) 305—1% 


They said that textile manufacturers did not need all of the 
protection available under item 56205-1 and, indeed, did not use all 
of the available tariff protection in pricing their fabrics. They 
referred to studies on effective protection made on behalf of the 
Economic Council of Canada and said that the results indicated that 
the existing rate structure gives an advantage to producers of man- 
made fabrics relative to users of such fabrics. 
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The manufacturers of the relevant fabrics claimed that the 
present levels of protection were required to safeguard their con- 
tinued viability. They said that the rates of duty on man-made 
fabrics were not comparable with those which applied to cottons 
because raw cotton was entered free of duty while man-made fibres and 
filaments were subject to duty when imported. They said their plants 
were modern and efficient but that the relatively small size of the 
Canadian market in conjunction with the great variety of materials 
demanded by the clothing industry placed them at a disadvantage to 
U.S. and other foreign manufacturers because of shorter runs involv- 
ing more frequent costly changeovers in both weaving and finishing 
processes. 


Their spokesmen claimed that there was a constant competitive 
pressure from the U.S.A. and other developed countries with which they 
have been able to cope with the existing tariff protection. They spoke 
of a "delicate balance" in their pricing policies to stay below the 
landed price of imports from the U.S.A. but not so much above landed 
prices of fabrics from Japan that increased imports would be attracted. 


The fabric manufacturers said that the variety of fabrics 
available from Canadian mills was sufficient to meet virtually every 
need of the clothing industries and that the need to import fabrics 
was minimal in view of the wide and increasing variety available from 
domestic production. They presented evidence which purported to show 
that the proposed reductions in tariffs would have insufficient effect 
on the costs of clothing manufacturers to permit them to compete with 
low-price Asian imports and drew the Board's attention to the small 
volume of imports of most kinds of apparel from the U.S.A. 


Their spokesman attacked the conceptual basis of effective 
protection and urged that it was an inappropriate measure of the amount 
of protection available. 


The Statistical Problem 


The available statistics relating to fabrics do not differ- 
entiate between those used for apparel and those used otherwise. As 
a result many of the statistics overstate the actual quantities of 
fabrics used for apparel. However, unless the trends indicated by the 
data are substantially different for non-apparel fabrics and unless 
non-apparel fabrics are a large proportion of the total, they will 
reflect the general situation for apparel fabrics. 


Similarly, the data relating to apparel do not always differ- 
entiate between apparel made from fabrics relevant to this Reference 
and others such as blends containing wool. However, unless the trends 
in the use of non-relevant fabrics were significantly different than 
for the relevant fabrics these data, also, are useful for analysis. 


Where it appears appropriate to do so, the readers! attention 
will be drawn to overstatements of quantity or value resulting from the 
inclusion of goods which are not within the terms of this Reference. 
The short time available for the preparation of this report, taking 
into account the time required for its translation and printing, did 
not allow more directly relevant data to be accumulated by special 
surveys. 
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THE FABRICS 


The fabrics relevant to this Reference are used in the manu- 
facture of garments or wearing apparel; they must be woven; they mst 
contain more than five per cent, by weight, of man-made fibres or 
filaments or of glass fibres or filaments; they must exceed 12 inches 
in width, contain no wool or hair, and contain no more than 50 per 
cent, by weight, of silk. Because they are provided for elsewhere in 
the Customs Tariff, the Reference exclude fabrics with cut pile, 
bonded fabrics, knitted or other non-woven fabrics, and coated or 
impregnated fabrics where the weight of the textile fabric is less 
than two-thirds of the weight of the coated or impregnated fabric. 

An end-use item also provides for some otherwise relevant fabrics used 
by manufacturers of neckties. 


Man-made fibres or filaments are usually divided into two 
groups. The cellulosics are derived from wood-pulp and include the 
acetates (acetate and triacetate) and the viscose group (various forms 
of rayon including polynosic). The non-cellulosics are basically 
derived from petroleum products and include the nylons (polyamides) 
polyesters, acrylics and spandex (polyurethane). 


Generally, any natural fibres may be blended with a man-made 
fibre to achieve a particular result. However, the only natural fibre 
used in the manufacture of the fabrics discussed at the public hearing, 
was cotton. 


Fabrics may contain spun yarns or filament yarns, or both. 
The yarns may consist wholly of one man-made fibre or filament, of 
mixtures of various man-made fibres or filaments, or of mixtures of 
man-made and natural fibres or filaments. Mixtures may be created by 
spinning intimate blends of different fibres into yarn, by spinning a 
fibre of one material around a filament of a different material, by 
plying different filaments or by using a different yarn in the warp 
than in the filling. Also, various forms of the same fibre may be 
used to achieve a desired effect. 


The first process to which a man-made material is subjected, 
and which is considered to be a textile operation, is the extrusion of 
a filament, which may, after further treatment, become a filament yarm 
or a staple fibre. One staple fibre, either alone, or in combination 
with natural or other man-made fibres, is spun into yarn using gener- 
ally similar equipment and processes as would be used in spinning 
cotton yarns. All woven fabrics contain warp yarns (which run the 
length of the fabric) and filling. The filling yarn may be inserted 
across the warp yarns in a variety of ways to achieve different tex- 
tures and patterns. After weaving, fabrics may be bleached, dyed, 
printed, coated or treated to impart particular properties to the 
cloth. Thus, there is an almost infinite number of variations pos- 
sible in the composition, construction and finish of apparel fabrics. 


Up to very recently the acetate and viscose fabrics were by 
far the most important domestically-produced fabrics used in the manu- 
facture of apparel. In 1961, they amounted to 71 per cent of the 
apparel fabrics made in Canada and in the period 1965-67, to 63 per 
cent. These cellulosic fabrics were mainly of filament yarns (77 per 
cent, 1965-67). Their production has been increasing but their 
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relative importance is declining because the production of other man- 
made fabrics, particularly the polyester-cotton blends, have risen 
more rapidly. 


Table 1: Principal Kinds of Man-made Apparel Fabrics 
Shipped by Canadian Textile Manufacturers, 


1961 and 1965-67 


1961 1965-67 1961 1965-67 
million sq. yds. % of total 
Viscose or acetate 82.8 LOG. ie 6374) 
Nylon 8.1 web 6.9 8.7 
Polyester ae 20.6 6.6 ieee 
Other a We ape 6.6 
synth. fil. & cotton Sat 15.9 1.0 Ott 
Total i We 16007 100.0 100.0 
Filament yarns 77.9 102.8 66.9 60.9 
Spun yarns 16,8 Ah. Nery Poe! 
Mixed fil. & spun plac PS) deeey. 1350 
116.5 168.7 100.0 100.0 


Source: Derived from DBS, Cat. No. 34-208 


As the preceding table indicates, between 1961 and 1965-67, 
production of non-cellulosic and blended-fibre fabrics has increased 
more rapidly than of the cellulosics; this trend continued in 1968 
and 1969, resulting in a very large change in their relative import- 
ance. By 1969, cellulosics represented only about 45 per cent of the 
total Canadian production of apparel fabrics. 


The increase in Canadian shipments of man-made fabrics and 
of blended fabrics containing both man-made and natural fibres has 
accompanied the development of new finishes to impart desirable 
qualities to the fabrics and to the garments made from them. Such 
fabrics stand up to the processing required for permanent press 
finishes much more satisfactorily than do all-cotton fabrics; the 
latter tend to be weakened during the curing. Various durable-press 
or permanent-press finishes have been developed, some of which require 
no further treatment after the fabric stage (pre-cured fabrics). With 
others, the chemical treatment is applied to the fabric but the curing 
is done after the garment has been made (post-cured fabrics). Among 
the best known of the latter is the Koratron process. Both the fabric 
manufacturer and the garment maker must pay a licence fee for the use 
of this finish. For the fabric this was said to be 5/8ths of one per 
cent of the mill's selling price; on the garment it was two per cent 
of the wholesale selling price but has been reduced to one per cent. 
Various labels are included in the licence fee. (Vol. 8, p. 864, 
865). Other durable-press finishes are available and are used by 
fabric manufacturers. 


Because permanent press finishes may render fabrics more 
susceptible to soiling or staining than untreated fabrics, treated 
fabrics may be given a "soil release! finish to counteract this 
undesirable effect, The principal other finish which is commonly 
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applied to fabrics is water repellancy; this finish is, of course, 
applied mainly to fabrics intended for rainwear but is also frequently 
applied to a variety of sportswear and similar apparel. 


The Canadian Market for Man-made Apparel Fabrics 


It is impossible to establish, with any precision, the size 
of the Canadian market, for the apparel fabrics relevant to this 
Reference. However, the order of magnitude of the domestic market 
can be estimated by using various data published by the Dominion 
Bureau of Statistics and the Canadian Textiles Institute (C.T.I.) and 
by referring to the expert opinion of producers and users who appeared 
at the public hearing. The estimates, which are shown in the table 
which follows, give a reasonable approximation of the magnitudes 
involved. 


Table 2: The Canadian Market for Broad-woven, Man-made and 


Blended, Apparel Fabrics, 1968 and 1969 


Apparent 
Shipments Imports Exports Consumption 
- million square yards - 
1968 194.0 5D sc 14.0 Re es 
1969 eos. ¢ 60.4 13.8 PIN ORS) 
- million dollars - 

1968 106377 34.6 “al Teh 
1969 1.07.0 ORES) Wied 1137.0 


Source: Based on DBS and C.T.l. data 


The estimates suggest a market in Canada, in 1969, for about 
250 million square yards valued at $143 million, of the relevant 
apparel fabrics. The dependence of Canadian fabric manufacturers on 
the Canadian clothing industries is indicated by the small proportion 
of total shipments that are exported. The data also indicate that 
Canadian manufacturers of man-made apparel fabrics are currently 
supplying about 80 per cent of the apparel fabrics used in Canada. 


In table 3, the Board has estimated the Canadian market for 
man-made apparel fabrics during the period 1961 to 1969. The major 
assumption in the construction of this table is that apparel fabrics 
have been 60 per cent of total imports in each year. On the basis of 
the available information this appears to be a realistic assumption; 
the overall picture would not be changed significantly by the use of 
another, reasonable assumption. Estimated imports for 1968 and 1969 
are not completely comparable with earlier years. 
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Table 3: The Apparent Market in Canada, for Man-made 
Apparel Fabrics, 1960-69 


Apparent % Imports % Exports 
Shipments Imports Exports Market of Market of Shipments 

- million square yards - =" per cent “~= 
1961 Ts 30.6 Pes LATS Aer 230 
1962 TO: 8356 Sipe dees Pe re. eatt 
1963 129 ays ING 165.8 bas ey 8, 3.6 
1964 138 TY Eh ony 17652 Boies es 
1965 146 46.8 6.4 186.4 Pia bell liek 
1966 159 43.8 9.2 193.6 2226 a 
1967 162 ESe2 9.2 196.0 22-0 Pm 
1968 194 Se rws CW pC) Pa ery Zoe f fovea 
1969 204 60.4 I es 250% 5 Plog 6.8 


Source: Based on data published by DBS and the C,T.I1. 


In spite of some lack of precision of the data, it is 
apparent that Canadian shipments of the relevant apparel fabrics have 
increased very substantially, 1961-69, though not by as much as the 
increase in Canadian use of such fabrics. The difference was made up 
by imports, which nearly doubled during this eight-year period. 
Currently, imports appear to account for about 24 per cent of the 
yardage consumed in Canada. lExports of apparel fabrics have also 
increased during the period under review, but they have been only six 
to seven per cent of Canadian shipments in recent years. Thus, 
although Canadian fabric manufacturers are now somewhat less dependent 
on the domestic clothing industries as a market for their products than 
at the beginning of the decade, sales to domestic customers still 
account for 94 per cent of their output. 


As the preceding indicates, Canadian production of man-made 
and blended fabrics has increased rapidly during the 1960's. To a 
large extent this growth has been at the expense of natural-—fibre 
fabrics, particularly those of cotton. 


Table 4: Shipments of Broad-Woven Fabrics, Selected Years, 
1961-68 


Wool Cotton Man-made Wool Cotton Man-made 

- million square yards - - per cent of total - 
1961 Sei Bers US 7 6.6 64.4 29.0 
1963 BY <0 36.5 VIS. 67 61.9 31.4 
1965 39.8 373% 1 205.4 6.4 60.3 33.2 
1967 Oe 3 Serle 22 Rees 6.5 bOve SAS: 
196862) Bs Spas Meth oL6 56 Ameen 3 41.2 


(a) Not completely comparable with earlier years; C.T.I. data 
Source: DBS, Cat. Nos. 34-205, 34-208, 34-209 
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The declining importance of wool and cotton, broad—woven 
fabrics relative to those of man-made materials is evident from 
table 4. Cotton fabrics are more vulnerable to the competition of 
the man-made fabrics than woollens and the effect of the increasing 
popularity of man-made fabrics is indicated by the decline in output 
which has occurred since 1965. The decline in production of cotton 
fabrics and the stability of woollen goods output cannot be attributed 
to increased imports. In fact, imports of both cotton and woollen 
broad-woven fabrics have declined since the mid-1960's while imports 
of man-made fabrics have increased substantially. 


The fabrics which are relevant to this Reference are used in 
two principal ways: as linings and as the shells of various garments. 
Linings accounted for 42 per cent of the yardage shipped by Canadian 
manufacturers in recent years and averaged about 68.6 million square 
yards, annually, in the three years, 1965-67, the latest for which 
published data are available. 


Of the remaining 95.4 million square yards which can be 
identified according to end-use, 2.6 million yards (2.8 per cent) were 
used for lingerie; 28.2 million yards (29.6 per cent) were dress 
fabrics; and 64.5 million square yards (67.6 per cent) were for "other 
apparel", that is, a large variety of ments, women's and children's 
clothing, such as slacks, shirts and blouses. 


Table 5: Relative Importance of Principal Apparel Uses, 
for Identifiable Domestic Fabrics of Reference 


144, 1961 and Average 1965-67 


Average % change Average 
1961 1965-67 from 1961 1961 1965-67 
million sq. yds. per cent % of total 
Linings D5. 68.6 t1Oyso 28.9 41.9 
Lingerie | Le 2.6 -68.3 Vee se 
Dresses aie Che Oe eal, i 24.4 iy Pe 
Other POP ats eee: Ola #12 o7 39.5 39.3 
Total Th 3 164.0 +4365 100.0 100.0 


(a) Excludes fabrics used for neckwear 


source: Derived from DBS, Cat. No. 34-208 


Shipments of the relevant Canadian-made apparel fabrics have 
increased by 49.7 million square yards, or 43.5 per cent, during the 
Six-year period covered by the preceding table. Most of the increase, 
35.6 million yards, is from sales of linings and most of the remainder 
is from sales for the manufacture of "other apparel. Dress fabrics 
shipments were essentially unchanged during the period under review 
and domestic fabrics used for lingerie actually declined by a substan- 
tial amount. 
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The changes in the relative importance of particular end- 
uses for domestic fabrics is closely related to the kinds of fabrics 
involved. For example, Canadian-made linings are almost entirely 
acetate although some viscose is produced; the large increase in ship- 
ments of linings, noted earlier, reflects a comparable increase in 
combined sales of these fabrics. The following table shows the 
approximate average annual shipments, 1965-67, by major end-use, of 
Canadian-made fabrics according to the principal man-made fibre or 
filaments from which made. 


Table 6: Average Annual Shipments by Canadian Manufacturers 
of Principal Man-made Apparel Fabrics, by Identi- 


fiable Major Fnd-Use, 1965-67 


Other 


Linings Lingerie Dresses Apparel Total 
- million square yards - 


Over 85% viscose or 


acetate 66.0 Lh 23.9 13,6 104.8 
Nylon & mixtures Ord Ox Oey 24.6 259 
Polyester & mixtures eke A ce Lee 20.4 
All Other ae Seeien ee Le 55 

Total 6.) eal 3035 67.9 166.6 


Source: Based on DBS, Cat. No. 34-208 


It is apparent, from the table, that the principal use of 
domestic viscose and acetate apparel fabrics is for linings, with 
substantial quantities also being used in the manufacture of dresses 
and "other apparel", The fabrics made from nylon and mixtures, 
polyester and mixtures and other man-made fibres or filaments, are 
used mainly for the manufacture of apparel such.as slacks, shirts, 
blouses and sportswear. 


Although the preceding tables are useful in establishing 
the overall situation with respect to shipments of domestic man-made 
apparel fabrics in the three-year period, 1965-67, changes have 
occurred very rapidly since then and 1969 data show significant 
differences. Since 1967, the latest year included in the preceding 
averages, domestic production of apparel fabrics has increased very 
substantially, largely as a result of a sharp rise in output of 
fabrics containing polyester fibres or filaments. The extent of the 
change is suggested by a spokesman for Dominion Textile, the dominant 
Canadian producer of such fabrics, who said his company's output of 
polyester-cotton fabrics had risen from 7.5 million square yards in 
1965 to about 44 million in 1968. (Vol. 7, p. 857). Thus, this one 
company's output of this type of fabric accounted for,23 per cent of 
the estimated total sales of all apparel fabrics, in 1968, inclusive 
of linings. Relative to fabrics used for shells of garments only, 
that is, exclusive of linings, the 44 million square yards represent 
35 per cent of the sales of all apparel fabrics by Canadian textile 
manufacturers. 
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An indication of the changes in Canadian use of domestically- 


produced apparel fabrics is given in the following table. 


the data are derived from DBS 


For 1961, 
statistics; for the years 1967, 1968 


and 1969, the data are based on a survey made by the Tariff Board. 


Table 7% 


Comparisons of Major Kinds of Man-made Apparel 


Fabrics Sold in Canada, by Canadian Manufacturers, 


asotees 11.961 and 1967-69.) = = ae 


1961 1967 1968 1969 
- per cent of total apparel fabrics - 

Over 85% viscose or 
acetate “inten? 56.1 hee 4.8 
Nylon & mixtures 6.8 Wee ye 8.9 
Polyester & mixtures lee Cee bs Oleg hh S275 
All Other 14.8 awh Ig swe 
100.0 100.0 100.0 1L00%0 


Source: 


1961 derived from DBS data; 1967-69 from T.B. survey 


It is evident, from table 7, that Canadian shipments of 
fabrics containing polyester fibres or filaments are increasing at a 
very rapid rate; in 1969 they accounted for nearly one-third of all 
man-made apparel fabrics compared with about seven per cent of the 


total in 1961, only eight years previously. 


Polyester-blended fabrics 


have almost displaced the traditional cotton fabric in men's shirts 
and such fabrics are being used to an increasing extent in other 


apparel and non-apparel uses. 


It should be noted that Canadian pro- 


ducers! sales of apparel fabrics to Canadian clothing manufacturers 
increased by more than one-third between 1967 and 1969. 


The Man-made Textile Industry 


The man-made apparel fabrics industry is characterized by a 
small number of companies most of which tend to specialize in the pro- 


duction of apparel fabrics for particular uses. 


A spokesman for the 


Canadian Textiles Institute stated that there are only seven Canadian 
companies which are large producers of woven apparel fabrics that 
would be classified under item 56205-1 and that these seven companies 
account for more than 90 per cent.of the Canadian production of the 


relevant apparel fabrics. 


The seven companies 
locations of their plants. 


Company 


Associated Textiles of 
Canada, Limited 

Bruck Mills Limited 

Chemcell Limited 

Consolidated Textiles Limited 


(Vol, 3. pecey ues) 


are listed below, together with the 


Plant Locations 


Louiseville, Que. 

Cowansville, Sherbrooke & St. Jean, Que. 
Drummondville, Montmagny & Coaticook, Que. 
St. Hyacinthe, Joliette & Magog, Que. 
Alexandria, Ont. 


Zak 


Dominion Textile Limited Magog, Sherbrooke, St. Jean, 
St. Timothée & Valleyfield, Que. 
Long Sault, Ont. 


Doric Textile Mills Limited St. Jean, Que. 
Rayonese Textile Company 
Limited ot. Jerome, Que. 


Most of the seven spin and process yarns and most have their 
own dyeing, printing and finishing plants. Only one of the group, 
Chemcell, is also a producer of filament yarn and staple fibre. 
Consolidated and Rayonese have no spinning facilities and, therefore, 
purchase their yarns. (Vol. 7, p. 861) The principal man-made fibres 
used by these companies are viscose, acetate, nylon, polyester, 
acrylic and spandex. Substantial quantities of natural fibres, prin- 
cipally cotton, are also used by them in the production of blended- 
fibre and mixed-fibre, fabrics. 


The specialization of the various companies in the produc-— 
tion of fabrics for particular apparel are given below; where a 
reference is not given, the quotation is from Volume 7 of the Trans- 
scripu. 


Area of Fabric Specialization Company 
Dresses Bruck "particularly important" 


Associated, Consolidated and Dominion 
Textile “also significant" 


Rainwear and outerwear Consolidated "very heavy in that field" 
Bruck, Chemcell and Dominion Textile 
“also fairly heavy in that field" 


Ments wear, slacks & suitings Associated "is a major factor in Canada" 
Dominion Textile "also in that field" 
Bruck "in a smaller degree" 


Dress shirts Dominion Textile (Vol. 6, p. 750) - 
the company is the only producer of 
polyester-cotton shirtings in Canada 


Sport shirts Dominion Textile - Bruck is a supplier 
"to a very limited degree" (Vol. 3, 
pam) 

Linings "Chemcell is absolutely predominant" 


with about 70-75 per cent of the total 

market; Rayonese and Doric also produce 
linings in significant volume (Vol. 5, 

p. 663, 664) 

Rayonese produces pure viscose linings 

and "practically nothing else" 

(Vol 2) vp 252) 


A large number of sample apparel fabrics was submitted to 
the Board by the fabric manufacturers to indicate the great variety 
which was available from Canadian mills. These samples were intended 
to include fabrics which were representative of the large-volume 
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sales items of different manufacturers. A review of these samples 
generally supports the dominance of particular companies as suppliers 
of fabrics for certain apparel uses. 


The foregoing suggests that for shirtings the only signifi- 
cant Canadian supplier is Dominion Textile; for linings of other than 
pure viscose Chemcell is virtually the only domestic supplier with 
Rayonese being the only producer of pure viscose linings, The domin- 
ant companies in other apparel fabric fields appear to be Bruck for 
dress fabrics, Consolidated for rainwear and outerwear materials and 
Associated for slacks and suitings. Although others of the group of 
seven companies produce fabrics for uses in which they do not hold a 
dominant position, their output of these other fabrics would be 
limited in quantity relative to the dominant producer in that field 
and the choice of constructions and patterns would, therefore, also 
be relatively limited. 


Sales of apparel fabrics were an important part of the 
income of each of the seven companies; the importance to each, as 
estimated by their spokesmen at the public hearing, or as known from 
other information, is given below. 


Man-made Apparel Fabrics Sales 


Company As % of Total Fabric Sales 
Associated Textiles 55% of total sales (Vol. 4, p. 632) 
Bruck Mills 65% (Vol; 6, p. S14) 
Chemcel1 over’ 50% (Voli S3ape 667) 
Consolidated Textiles 92-95% (Vol. 6, p. 786) 
Dominion Textile 20% of total sales (Vol. 6, p. 738) 
Rayonese aboutelOOs sVelone, arnee se) 
Doric about 100% (Vol. 3, p. 498; Vol. 5, p. 663) 


Imports of Man-made Apparel Fabrics 


It was estimated, earlier, that in 1968 and 1969 imports of 
man-made and blended apparel fabrics were about 24 per cent of the 
yardage and 27 per cent of the value, of the total of these apparel 
fabrics used in Canada. Although this is a slightly larger share of 
the domestic market than in 1966 and 1967 it is less than the share 
that imports are of all broad-woven, man-made fabrics consumed in 
Canada; for all broad-woven, man-made fabrics, imports were between 
30 to 33 per cent of Canadian use between 1959 and 1969. 


A survey of imports entered under tariff item 56205-1, during 
the first six months of 1969, indicated that 56 per cent of the value 
of relevant imports, identifiable by end-use, were of apparel fabrics. 
Almost two-thirds of these were polyester-—cotton blended fabrics; no 
other identifiable apparel fabric accounted for more than seven per 
cent of the total. Slightly more than 97 per cent of the polyester- 
cotton fabrics and 94 per cent of the rayon-polyester fabrics were 
for apparel use. 
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The tabulation of the survey results, which follows, 
indicates the relative importance of the various kinds of man-made 
apparel fabrics currently being imported into Canada under tariff 
item 56205-1. A recent survey by the Department of Industry, Trade 
and Commerce tends, generally, to show similar results. 


Table 8: Value of Apparel Fabrics Imported Under 
Item 56205-1 As Percentage of Value of 
Identifiable Imports of All Fabrics Under 


This Item, January to June, 1969 


Apparel Fabs. 


As Percentage Percentage of 
Statistical of All Fabs. All Apparel 

Class Short Description LID) 6 Ue Fabrics 

- % of identifiable imports - 
375-19 viscose & acetate 29.3 5a 5 
375-39 nylon Sho 6.5 
3'75-L5 polyester 3526 3.8 
377-65 rayon/polyester 94.2 7.0 
377-75 polyester/cotton 97.4 65.2 
Other various mixtures, 

mainly - 1250 


Source: Tariff Board Survey 


Statistics relating to imports under tariff item 56205-1 
are available only since 1966. They indicate that, in 1969, about 
57 per cent came from the United States, 21 per cent from Japan and 
14 per cent from continental Western European countries. Other 
Asian low-price imports and imports from state-trading countries are 
about five per cent of the total; relative to Canadian consumption, 
imports under 56205-1 from these countries are, as yet, an unimportant 
factor. Imports under the British Preferential Tariff amount to less 
than five per cent of the total. 


The statistics indicate that in 1961 the U.S.A. supplied 
about 75 per cent of the total imports of broad-woven man-made 
fabrics and Japan only about 10 per cent. In the following table, 
imports under the most relevant statistical classes have been 
tabulated; imports from Britain have been included with those from 
continental Western European countries. 
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Table 9: Imports of all Broad-Woven Man-made Fabrics, by 
Principal Country of Origin, Selected Years, 


1961-69 


Western Western 
Japan U.S.A. Hurope Total Japan U.S.A. Europe Tova. 
- million pounds - - million dollars - 

1961 tLe Se 2 au ae eg isp A 4.0 liso 
1963 Zoo Pia 30 18.6 Lo Zed Sk Bice 
1965 5.6 ERS t7. Lite 22 5no 8.2 30.5 8.9 ea, 
1967 6.8 1367 se, Zee LOO Bil 5) ie Dipec 
1968 eG MBS al 533 3076 LS Ae) ere) Lhe 3 6222 
1969(8) 8.2 18.5 Btin? © 36,6 Mees wee o. om Spee emeee one 
Change 
1961-69 7.0 10.4 4.0 eat DO eg 2 aes 52.0 


(a) Partly estimated 


Source: DBS, Cat. No. 65-007 


Voluntary Restraints 


In recent years, Canada has negotiated arrangements with a 
number of countries whereby they have agreed to limit their shipments 
of certain textile products to this country. Most of the arrangements 
have related to cotton goods under the Long-Term Arrangement Regarding 
International Trade in Cotton Textiles. However, blended fabrics 
containing man-made fibres and more than fifty per cent, by weight, of- 
cotton, could be affected under that arrangement. Restraints on 
exports to Canada have been applied to broad-woven cotton fabrics by 
Japan, Korea, Taiwan, Hong Kong and the Chinese People's Republic. In 
1961, Japan agreed to limit shipments of nylon fabrics to 2.6 million 
square yards; this amount has been increased gradually to 3.8 million 
square yards, in 1969, with the proviso that it apply only to fabrics 
used in the manufacture of garments. It has also been announced that 
discussions with the Japanese are continuing concerning polyester- 
cotton fabrics. Since 1967 there have been arrangements with Korea 
respecting "broad woven fabrics substantially of nylon", and earlier 
in the decade there were restraints applied by the Chinese People's 
Republic to "fabrics wholly or substantially of man-made fibres". 


Exports 


The dependence of Canadian mills on their domestic customers 
is illustrated by the relatively small percentage of their output which 
is exported. Although exports of fabrics classified in the statistical 
classes relevant to this Reference have been increasing, they have 
exceeded seven per cent of shipments in only one year, 1968, when they 
were 7.2 per cent of Canadian shipments. 
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Table 10: Exports of Broad-woven, Man-made Fabrics, 


Selected Years, 1961-68 


West Other 
Mies Indies De by Ueto Total 
- thousand pounds - 1000 1b... .$'000 
1961 550.5 96.3 94.6 30.6 670.5 Lee 
1963 Soden 200.4 1575.6 6555 AgOZDeY bype 5) 
1965 509.8 Shlel a20 ck 168.8 L Sha n6 heh'77 
1967 ities Le en BAe) LhO.6 Ayaiee 5,657 
1968 Le2oeso 483.0 569.2 704.0 3, 532%0 e123: 


Source: DBS, Cat. No. 65-004 


Since 1961 the major market for Canadian exports has been 
the United Kingdom, which took at least one third of the total in 
each year. In 1968, 36 per cent of the volume and 43 per cent of the 
value of exports were to the U.K. With the possible entry of the 
United Kingdom into the European Common Market, and the resultant loss 
of the existing margin of preference and the probability of facing a 
"reverse" preference, this market may be difficult to retain. In 
1968, 17 per cent of the value of exports was to the U.S.A. and 8 per 
cent was to Commonwealth territories covered by the Canada-West Indies 
Trade Agreement. The U.K., the U.S.A. and the West Indies, together, 
have accounted for about two-thirds of Canada's exports of the man- 
made fabrics which would be. classified under tariff item 56205-1, if 
imported. 


THE CANADIAN CLOTHING INDUSTRY 


For the purposes of this Reference, the Canadian clothing 
industry is taken to include the manufacturers of men's, women's and 
children's clothing. In 1967, the latest year for which data were 
available, there were 1,296 establishments classified in these three 
industry groups. Shipments of goods of their own manufacture, by 
these establishments, were valued at $954 million, of which men's 
clothing was 43 per cent, woments clothing 46 per cent and children's 
clothing 1] perscent. 


The Canadian clothing industry is located mainly in major 
urban centres such as Montreal and Toronto but many plants are located 
in smaller centres. The industry is concentrated largely in Quebec, 
where 63 per cent of the establishments are located. Quebec accounts 
for 63.9 per cent of the value of shipments; most of the remainder is 
accounted for by Ontario. 


The goods produced by the men's, women's and children's 
clothing industries include apparel of all descriptions made from 
almost every conceivable kind of fabric, whether of natural or man- 
made yarns or mixtures of these. However, although almost any plant 
classified in the clothing industries probably uses a variety of 
natural and man-made fabrics, the relative importance of particular 
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kinds of fabrics varies between industries and even between manufac-— 
turers of particular kinds of apparel within an industry. For example, 
dress shirt factories are classified in the ments clothing industry 
and would use man-made and blended fabrics to a considerable extent; 
in contrast, manufacturers of men's fine suits would rely largely on 
wool fabrics and their purchases of man-made fabrics would be mainly 
for use as linings. 


The Canadian Textiles Institute estimates that, in 1967, 
cotton fabrics accounted for 46 per cent of total Canadian consumption 
of all broad-woven fabrics, man-made fabrics for 45 per cent and 
woollens for 9 per cent. Although these figures apply to fabrics for 
all uses, they suggest the current, relative importance of the differ- 
ent kinds, for apparel use. The comparable figures for 1959 are as 
follows: cotton fabrics 54 per cent, man-made fabrics 34 per cent 
and woollen fabrics 12 per cent. In 1967 Canadian use of cotton 
fabrics and man-made fabrics were about the same; by 1969, man-made 
fabrics had almost certainly overtaken cottons. 


The Canadian Market for Apparel 


Canadian consumption of the kinds of apparel manufactured 
by the ments, women's and children's clothing industries had a whole- 
sale value of one billion dollars in 1967, an increase of 53 per cent 
from 1961. Imports of the relevant clothing, in total, varied from a 
low of 3.7 per cent of total sales in 1963, to a high of 5.9 per cent 
of the total, in 1967. Exports have been a very small part of the 
shipments by these industries; in 1967 exports were almost one per 
cent of the value of their shipments. 


Table 11: The Canadian Market for Men's, Women's and 


Children's Clothing, Selected Years, 1961-68 


Apparent % Imports 
Shipments Imports Exports Market of Market 
- million dollars ~ 

1961 630 31. 5 657 eld 
1963 735 at 5 (oy, ode 
1965 857 LO 7 890 es 
1966 935 43 8 970 Aeok 
1967 954 oy 9 Oe Dye, 
1968 ae 1S 14 <5 Ses 
Increase 
1961-67 32h 26 A 36 


Source: DBS, Cat. No. 34-216 and 34-217 


The Canadian market for apparel has grown substantially since 
1961 with most of the increased demand being supplied by domestic pro- 
duction. However, imports have been increasing more rapidly, in 
recent years, than shipments. Exports have also been rising but they 
have been less than one per cent of shipments in all years but one, 
since 1961. 
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Industry Shipments 


Shipments by the men's, women's and childrents clothing 
industries account for more than 80 per cent of shipments of the 
apparel industries, which also include the fur, hat and cap, miscel- 
laneous clothing and foundation garment industries. The value of 
shipments by the three major groups rose by $324 million, 1961-67. 
The changes in value of shipments, by each of the industries, are 
shown in table 12. 


Table 12: Shipments of Men's, Woments and Children's 
Clothing, Selected Years, 1961-67 


Industry Group 
Men's Women's Children's Total 
- million dollars ~ 


1961 24 ew Pa REPS Hab Pe 630.4 
1963 326.9 Beha 8h. 739k 
1965 ere! 385.4 9955 sek gyh 
1966 410.0 426.5 98.7 OS 571 
1967 408.7 NEB LOLS Oak 
Increase 

1961-67 129.0 26670 28.6 Sere 


Source: DBS, Cat. No. 34-216 and 34-217 


The largest increase in value of shipments has been by the 
women's clothing industry with a percentage increase of 60 per cent, 
1961-67. Shipments of ments clothing also increased substantially, 
in this period, the change being 46 per cent and shipments of children's 
clothing rose by 39 per cent. 


The total shipments, by industry groups, tends to obscure 
the situation respecting particular kinds of clothing. For example, 
the general grouping entitled "Men's Clothing Industry" includes sub-— 
industry groups which tend to be fairly distinct as, for example, 
manufacturers of dress shirts, suits, slacks. A similar situation 
applies to the grouping 'tWoments Clothing". 


At the public hearing, most of the discussion related to 
garments such as dress.shirts, slacks (both men's and women's), 
dresses and blouses, that is, apparel for whose manufacture man-made 
or blended fabrics were used in significant quantities. For example, 
ments fine suits, which are made largely from woollen fabrics, were 
discussed only in respect of their linings. 


In table 13 is shown the shipments of several types of 
garments, in 1961 and in either 1966 or 1967, depending on the avail- 
ability of data. The value of shipments of ladies' and children's 
apparel shown in.the table accounted for 52 per cent in 1961 and 48 
per cent in 1966, of the total shipments by these industries in those 
years. The value of the ments clothing listed was 55 per cent in 1961 
and 60 per cent in 1967 of the total shipments of the ments clothing 
industry exclusive of suits, overcoats and similar goods. 
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Table 13: Shipments of Selected Garments, 1961 and 1967 


Man-made & Blends 
Shipments As Per Cent of 
Quantity Value Quantity Shipped 
Unit 1961 1967 1961 1967 1961 1967 


1000 units $ million per cent 

Ments & Youth's 

Dress shirts doz. 631 793; © 320. ete ees 9.0 SOT, 
Sport shirts doz. 65a) V5 Oo ee20sl (azone 15.4 32.7 
Work shirts doz. ep 1 214 Ps 6.2 O20 Loa7 
Rainwear 110% 418 815 5 aoe ae Wee 
Slacks no. 30973. wetTohkt limi O2S 6s ShGaS 255 59.6 
Work pants doz. LO7 [Giles MIPS Been 0.0 LOM 
Short coats doz. 271: iO ett, Ome On Ah. 6 50.9 

1966 1966 

Woments and Children's 

Dresses no.? 013,198 15;3480939655 = 1202; E250 55.2 
Blouses doz 181, 003 1) 183 eRe 2 On Beer 2555 buae 
Slacks no. G7562- 13572 e Ose ee Gee L6ee 
Skirts no. Deol Suey 20S FIP eB Pals 56.4 
Short coats doz. 156 L7 7a LO ie 1286 303% 85.4 
Slips doz. fig fs 625. ©1556 gee (hed LoS 


Source: Derived from DBS, Cat. Nos. 34-216, 34-217 


It is evident that, even in this relatively short period of 
five or six years, very substantial changes have occurred in the 
extent to which man-made and blended fabrics are used in the manufac- 
ture of clothing, in Canada. Of the men's clothing listed, only work 
shirts and pants were still made mainly from natural-fibre fabrics in 
1967; one-third or more of all other men's garments were made from 
man-made or blended fabrics. The use of such fabrics has been more 
common in women's than in men's clothing for many years, but even in 
this group substantial changes occurred in the six-year period, 


1961-67. 


Imports of Clothing 


Imports of clothing made, mainly, from woven fabrics have 
increased very rapidly in recent years and were 136 per cent larger, 
in value, in 1968 than in 1961. The value of imports in the first 
nine months of 1969 were 16.6 per cent larger than in the corresponding 
period of 1968 and it is probable that imports during 1969 will be of 
the order of $80 million, roughly double those in 1965 (1965 was $39.9). 


Most of the increase in imports is of apparel made from man- 
made and blended fabrics. The Canadian Textiles Institute (C.T.I.) 
estimates that imports of apparel, in terms of yards of woven fabric, 
rose from 50 million square yards in 1963 to 128 million square yards 
in 1968, an increase of 78 million square yards; garments made from 
man-made fabrics were estimated to have accounted for 70 of the 78 
million square yards. 
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Table 14: Imports of Garments in Terms of Fabric Yardage,, 


by Type of Fibre, 1963-68 


Man-made Cotton Wool Total 
- million square yards - 


1963 LP,0 37.6 13 49.9 
1964 Peal 46.5 26) bee 
1965 ied 48.0 re 67.5 
1966 PES Lee ae fore) 
1967 Glee) kis 1.9 88.1 
1968 80.9 GOAN HO ee fe 9 
Increase 

1963-68 69.9 Se Peed | 1e.0 


Source: (C.T.1I., Pounds and Square Yard Study 


It is clear, from table 14, that there has been no partic- 
ular trend with respect to cotton’ and woollen fabric garments, during 
most of the 1960's. However, imports of garments of man-made fabrics 
rose steadily up to 1968 and then increased sharply. The C.T.I. data 
indicate that man-made apparel, which were only about one-fifth of 
imports in 1963, were approaching two-thirds of the total in 1968. 


Most man-made apparel imports are from Japan, Hong Kong and 
Taiwan; these three countries account for about 80 per cent of such 
imports into Canada, according to the C.T.I., with Japan being, by 
far, the largest single source of imports. However, as will be indi- 
cated later in this section, the impact of the imports of Asian prod- 
ucts is on particular garments and for others the principal competition 
arises in the U.S.A. and Europe. 


The C.T.1. study, to which reference was made earlier, also 
gives estimates of the origin of garment imports on a yardage basis; 
a summary of some of these data is given in table 15. 


Table 15: Imports of Man-made Garments, In Terms of Fabric 


Yardage, by Principal Origin, 1963-68 


Hong 
Japan Kong Taiwan Usoea. Other Total 
- million square yards - 
1963 6.6 dee Co ae 1S Usk 
1964 et 2a oe tas yl deus 
1965 Pat ARS) es 2.6 eae fet f 
1966 ipeeik OMe) Alyse Ziagl tees PEAS 
1967 ey hy italyatl Led Sed. 209 CES 
1968 29.8 Lo. ibaa bpek aS pe. 80.9 


Source: C.T.1., Pounds and Square Yard Study 
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The underlying factors for the expansion of imports from 
Asian countries are the subject of the following comments by 'tThe 
Economist", 


"Japan now has the second largest man-made fibre industry 
in the world; is the main supplier of man-made fibre to 
the rest of Asia; and is reputed to have the cheapest of 
man-made fibre prices. 


''The danger, as the Americans see it, is that Asia now 

has a source of cheap man-made fibre, which, together with 
its cheap labour, makes it extremely competitive in the new 
man-made field as well as in cotton. 


"The pressure is felt most acutely in the most labour 
intensive sector of textiles -- the making up of garments", 
(The Economist, Nov. 22, 1969, p. 69) 


Imports of clothing made from the fabrics relevant to this 
Reference are classified mainly under tariff item 56300-1. This item 
applies to goods made from fabrics which contain 50 per cent or more 
of man-made fibres and bears rates of 20 p.c., B.P. and 25 p.c., 
M.F.N. Under item 54305-1, which includes goods made from fabrics 
containing less than 50 per cent, by weight, of man-made fibres, the 
rates are 224 p.c., for imports both from B.P. and M.F.N. countries. 
Imports under the two items are shown in the table which follows. 


Table 16: Imports of Goods Entered Under Tariff Items 
56300-1 and 54305-1, 1966-69 


Under Item Under Item Per Cent Under Item 
Year 56300-1 54305-1 56300-1 OL lotta L 
- thousand dollars - per cent 

1966 29,641 », 920 83.4 

1967 Hid, AL0 LO, 125 COs 7 

1968 BI IO 13,589 80.1 
Jan.—cept. 

1968 39,669 10,347 79.3 

1969 Dl ee poe geo 


Source: Derived from DBS data 


Tariff items 56300-1 and 54305-1 apply to a large variety 
of goods other than clothing. For example, item 56300-1 applies to 
sausage casings, bonded fabrics, friction tape and brushes in addition 
to clothing. However, it is clear from the table that 56300-1 is the 
predominant item under which clothing made of man-made fabrics is 
imported. 


Because of the variety of goods, other than apparel, classi- 
fied under these two items, a tabulation was made of imports of a 
selection of specific articles of clothing by region of origin. Some 
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of the garments covered by the data would be imported under other 
tariff items, but a large proportion would be made from fabrics 
relevant to Reference 144. 


Table 17: Imports of Selected Garments of Man-made Fabrics, 
by Principal Region or Country of Origin, 1961, 


1965 and 1968 


Origin of 1968 Imports 
Kind of Total Imports Other 


Apparel 1961 1965 1968 Japan Asian@? U.o.A. 
- million dollars - - per cent of total - 
Blouses Or5 Oey. 2.8 soe | LO.6 oye 
Jackets & Coats 25 Dis tk Pid 25 0 7.9 Sam 
Dresses eee, ee pee) 6.3 es 19.5 
Pants Lao ceri 120 16.8 61,0 19.9 
Shirts 13 1.6 9.8 eM oie, ek 
Ladiest slacks eS tive bod 47.0 Onde 806 
Total above 9.3 ahead 40.6 2 edt LO oe 


(a) Hong Kong, Singapore, South Korea, Taiwan 


Source: Derived from DBS, Cat. No. 65-007 


The changes in value of imports, 1961-68, vary greatly for 
different products. The relative importance of Japan and other Asian 
countries as sources of supply also vary from product to product. 
However, it is apparent that for the major kinds of garments which 
are made from man-made or blended woven fabrics, imports have risen 
very sharply and Japan and other Asian countries are the principal 
sources of supply. The only exception, dresses, are imported mainly 
from the U.S.A. In contrast to the substantial increases in imports 
of man-made apparel, imports of cotton shirts have actually declined 
by $2 million (58 per cent), between 1965 and 1968. 


The extent of penetration of the Canadian market for cloth- 
ing, by "low-price't Asian imports is more clearly indicated when the 
low average unit values of imports from Asian countries are considered 
in conjunction with the increase in the total value of imports from 
this region. A tabulation of unit values is given in table 18, for 
the apparel listed in the preceding tabulation. 
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Table 18: Unit Value of Imports of Certain Garments of 
Man-made Fabrics, by Selected Country of 


OPS Origin 1968. =e ot es 


Hong 
Japan Kong Taiwan UeoeAe 
- dollars per garment - 
Blouses oS A8 ASts) 1.94 
Outdoor jackets dlguete: 58 sea Dal 
Dresses 153 Heol 955 8.16 
Pants LANES) 1.60 19,20 4.28 
Shirts ~96 79 05 2602 
Ladies' slacks eon 289 250 Seth 


Source: Derived from DBS, Cat. No. 65-007 


The unit values shown in table 18 are on the basis of f.o.b. 
country of origin and before duty and sales tax are applied. For 
rough calculation it can be assumed that about 65 per cent should be 
added to the unit values shown to convert them to the approximate 
laid-down cost to a major retailer in Canada. 


Thus, assuming a retail mark-up of 100 per cent for the 
imports from Japan, the blouses might be retailed at $1.75, the 
jackets at $5.15, dresses at $5.05, pants at $5.90, shirts at $3.15 
and ladiest slacks at $4.40. It is obvious that imports from the 
U.S.A. would have to be of a completely different class of goods, as 
far as the Canadian consumer was concerned, as would similar garments 
manufactured in Canada and offered to consumers at considerably higher 
prices. 


Thus, most imports are, apparently, of low-price, large- 
volume items. Of those listed, about two-thirds are from the princi- 
pal, so-called, low-price countries. Although a small part of the 
remaining one-third would also be from such countries, most of it is 
imported from the U.S.A. and Western Europe. 


Voluntary Restraints 


An important factor limiting imports of garments from Asian 
countries is the restraint on exports applied by a number of these 
countries. The Long-Term Arrangement Regarding International Trade 
in Cotton Textiles, discussed earlier in relation to imports of 
fabrics, applies to certain cotton and cotton-blended products from 
Taiwan and Hong Kong. Restraints on exports of garments to Canada, 
outside this Arrangement, are also applied by these exporters. In 
the case of Japan, the definition of cotton products includes blends 
of cotton in varying proportions with other fibres; and the definition 
of synthetic products includes blends of synthetic and certain natural 
fibres in varying proportions. 
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Without these restraints, imports of garments from these 
countries would undoubtedly have been very much larger than they have 
been. They have been enforced, both by the deduction of overshipments, 
from the quantities that are permitted to enter Canada, in succeeding 
periods and by the imposition of surtaxes on imports in excess of the 
agreed quantities. 


The following table gives some indication of the extent of 
such restraints on shirts, after deducting penalties for previous 
overshipment in some cases, for the latest twelve-month period for 
which figures are available. 


Table 19: Restraints on Exports to Canada, of Shirts, by 
Fabric Content 


Country of Period, 12 mths. Max. Qty. 
Export Fabric Content Beginning in Period 
dozen 

Japan cotton Jan. 1, 1969 281,548 

polyester/cotton Jans 1, 2969 80,997 
Taiwan woven cotton Sulivs ue 19069 faleiOnee 

polyester/cotton ) 

polyester/polynosic) Oct. 10, 1969 16,036 
Singapore cotton & 

polyester/cotton Jan. Logie LS, 000 
Malaysia cotton, ) 

polyester/cotton  ) Sept. 1, 1969 2,976 

polyester/polynosic) 
Korea woven cotton) 

or man-made ) Jan. 2, 1969 40,419 
Hong Kong woven cotton ) 

100% polyester ) 

polyester/cotton  ) Oct koGo 100; 000 

polyester/polynosic) 


Source: Dept. of Finance, Press Releases 


Restraints are also applied to other garments by a number 
of exporting countries. 


Japan: Cotton and polyester-cotton blouses; cotton and 
synthetic trousers and outer shorts 


Taiwan: Woven cotton sleepwear, cotton or rayon trousers 
and woven polyester-cotton trousers, slacks and 
outer shorts 


Singapore & Cotton and polyester-cotton trousers (including 


Malaysia: slacks, shorts and jeans) 
Korea: Woven blouses, sleepwear and trousers, slacks and 


shorts of cotton or man-made fibres 


Hong Kong: Cotton woven blouses, nightshirts, trousers, slacks 
and shorts; blouses and trousers of woven fabrics 
of 100 per cent polyester and of polyester-—cotton 
blends (major weight polyester) 
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The Textile and Clothing Industries - Some Comparisons 


It is impossible to make comparisons between the synthetic 
textile and clothing industries, with respect only to that part of 
their operations which deal with the woven fabrics relevant to this 
Reference. However, the production of woven apparel fabrics is an 
important part of the output of the synthetic textile industry, as 
defined by DBS, even though such fabrics constitute only about 21 
per cent of the value of shipments of goods of this industry. 


Similarly, man-made fabrics are much more important to a 
shirt manufacturer than to a producer of work pants. However, to the 
clothing industries, as a whole, the availability of these fabrics 
either for the shell, lining or trimmings has become essential to the 
manufacture of apparel in Canada. 


One measure of the rate of growth of an industry is given by 
the index of its production, measured in terms of constant dollars. 
The indexes of industrial production for the synthetic textile mills 
and clothing <industries are given in table 20. It should be noted 
that the indexes are currently being reviewed and this may lead to 
significant changes, particularly with respect to synthetic textile 
mills. 


Table 20: Indexes of Industrial Production, Synthetic 
Textile and Clothing Industries, 1961-68 


Synthetic Total Total 
Textile Clothing Non-Durable Total 
Mills Industries Manufacturing Manufacturing 
LOGig= 1100 

1962 11S LOS t7 TOS HOSS 
1963 Lear 2 Se. ee 118.0 
1964 156.8 I OSE 1009 129.2 
1965 178.9 SD Lite be 128.4 Lia 
1966 200.8 Iya 13579 Lee 
1967 203.9 122.9 17d Tae 7 
1968 A4LO 122 eh 143.9 139.8 


Source: DBS, Cat. No. 11-003 


It is probable that the index relating to the synthetic 
textile mills will be reduced, perhaps substantially. However, it 
would have to be reduced by slightly more than 50 per cent to match 
the index for the clothing industries. It seems doubtful that the 
DBS will find sufficient basis for changing this index by such a very 
large proportion. Therefore, even if a substantial reduction is made, 
it is unlikely that the revised index would not continue to show a 
higher rate of growth for synthetic textile production than for total 
manufacturing and, certainly, a much higher rate of growth than that 
reported for the clothing industries. 
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A comparison of shipments by the textile industry with 
those of the clothing industries adds little to the preceding. The 
value of shipments by the synthetic textile mills increased by 66 
per cent, 1961-67; combined shipments by the ments, women'ts and 
children's clothing industries rose by 51 per cent in the period. 


Taxation statistics frequently provide another basis for 
comparing industry groups; unfortunately, in this case, the available 
data are not sufficiently relevant, for a number of reasons. 
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TARIFF CONSIDERATIONS 


In this Reference, the Minister of Finance directed the 
Tariff Board "to make a study ... of tariff item 56205-1 in so far as 
it relates to fabrics used in the manufacture of garments and wearing 
apparel and its effects on Canadian production of garments and wearing 
apparel." 


Tariff Item 56205-1 
Bare M.F.N. General 


Woven fabrics wholly or in 
part of man-made fibres or 
filaments or of glass fibres 
or filaments, not containing 
wool or hair, not: including 
fabrics more than fifty per 
cent, by weight, of silk: 


56205-1 Exceeding twelve inches in 
width 22% p.c. Ze orien Loe pies 
and per pound 15 Cus. LOS Cus. 


Woven fabrics containing five per cent or less, by weight, 
of man-made fibres or filaments or of glass fibres or 
filaments shall not be dutiable under items 56205-1 and 
562061 [fabrics not exceeding twelve inches in width/ but 
shall be dutiable as though composed wholly of the remaining 
constituents. 


The garments and wearing apparel manufactured from fabrics 
classified in item 56205-1 would be entered under tariff items 54305-1 
or 56300-1. Item 54305-1 applies to clothing and wearing apparel made 
from such woven fabrics when the textile component is less than fifty 
per cent, by weight, of man-made fibres or filaments; item 56300-1 
applies to such apparel when the woven fabrics used in their manufacture 
contains fifty per cent, or more, by weight, of man-made fibres or 
filaments. The rates under these two items follow: 


Tariff Item Beis M.F.N. General 
5305-1 22% p.c. OVE Tepeovee Sis jenieic 
56300-1 20 p.C. eS) pe Ce 50 PeCe 


If imported, the man-made fibres used in the manufacture of 
the fabrics of tariff item 56205-1 would be entered under item 56005-1, 
and the yarns, filaments and rovings under item 56110-1. The rates 
under these two items are given below. _ 


Tariff [tem aigth Mel Ne General 
56005-1 (fibres) By islees Ooms GY Tera. 
56110-1 (yarns, filaments and 

rovings ) 225 pec. Opec BoP D.Ce 


and, per pound LOtctrs. pOsCtd. 


Board in connection with this Reference, 
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The raw cotton which might be blended with man-made fibres 
to manufacture many of the fabrics relevant to this Reference would be 
entered under tariff item 52005-1, free of duty under all tariffs. 


The Proposals 


Two opposing groups of manufacturers appeared before the 


The Apparel Manufacturers 


Council of Canada and those who supported its position generally pro- 
posed that the B.P. and M.F.N. rates of duty under tariff item 56205-1 
should be made the same as the existing M.F.N. rate which applies to 


cotton fabrics under tariff items 52202-1 and 52203-1, 


The Council 


also proposed that yarn-dyed fabrics should be entered free of duty 


under both the B.P. and M.I.N. Tariffs. 


The Canadian Textiles 


Institute and those who supported its position urged that there be no 


change in the wording or rates of duty of tariff item 56205-1. 


are reproduced below. 


The proposals of the Apparel Manufacturers Council of Canada 


The Council proposed that existing tariff item 


56205-1 should be deleted from the Customs Tariff and be replaced by 
the following items and rates, 


he 


Yarn dyed woven fabrics, 
wholly or in part of man- 
made fibres or filaments 
orjof glass: Tibres or 
filaments, not containing 
wool or hair, not including 
fabrics more than fifty 
percent, by weight, of silk, 
exceeding twelve inches in 
width, when for use in the 
manufacture of clothing and 
wearing apparel. 


Woven fabrics, wholly or in 
part of man-made fibres or 
filaments or of glass fibres 
or filaments, not containing 
wool or hair, not including 
fabrics more than fifty per- 
cent by weight, of silk, 
exceeding twelve inches in 
width (other than those 
enumerated in 1.) 


a) when for use in the manu- 
facture of clothing and 
‘wearing apparel 


bians ours 
and, per pound 


BP. 


Free 


AO eeer 


22% p.c. 


M.F.N. 


Free 


COPD Cs 


Coe Cs 
Lo aeitS'. 


General 


BO (Ote'. 


ORD. Cs 


HOE eS. 
LO. cts. 
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Woven fabrics containing 

five percent or less by 

weight, of man-made fibres 

or filaments or of glass 

fibres or filaments shall 

not be dutiable under items 

1 and 2 but shall be dutiable 

as though composed wholly of 

the remaining constituents." 
(Vol. 1) *py29) 


It should be noted that the Council recommended a B.P. rate 
of 20 p.c. in 2(a), above; the B.P. rate for cotton fabrics, under 
items 52202-1 and 52203-1 is 174 p.c. 


These proposals were made on behalf of the following con- 
stituent associations of the Council: 


Canadian Shirt Manufacturers Association 

Childrents Apparel Manufacturers Association 

Foundation Garment Institute of Canada 

Lingerie Manufacturers Association 

Manufacturers Council of the Ladies Cloak and 
Suit Industry 

Men's Clothing Manufacturers Association (Quebec ) 

Ments Clothing Manufacturers Association of Ontario 

Montreal Dress & Sportswear Manufacturers Guild 

National Garment Manufacturers Association 

Odd Pant Manufacturers Association 

Rainwear and Sportswear Manufacturers Association 

(Vole Top ales 


The proposals of the Apparel Council were supported by the 
Canadian Ments Fine Clothing Manufacturers Association (Vol.2, p.236) 
and by O. Browne & Co. Limited. The latter company did not appear 
before the Board to describe the exact nature of its proposal but its 
es eae to "the lowering of tariffs on Item 56205/1." (Vol.3, 
pe479). 


The Canadian Shirt Manufacturerst Association supported the 
position.of the Apparel Council but, in a separate brief, urged 


"that tariff item 56205-1 in the Customs Tariff be amended as 
follows, in so far as it affects shirting fabrics: 


Woven fabrics, wholly or in part of man-made fibres or 
filaments or of glass fibres or filaments, not containing 
wool or hair, not including fabrics more than fifty per 
cent, by weight, of silk: 


Exceeding twelve inches in width ... 


(a) When imported by manufacturers of shirts, for the 
manufacture of shirts 


(i) yarn dyed B.P. Free M.F.N. Free 
(ii) others B.P. 1756 M.F.N. 20% 
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"Woven fabrics containing 5% or less, by weight, of man-made 
fibres or filaments or of glass fibres or filaments, shall 
not be dutiable under tariff item 56205-1 and 56206-1, but 
shall be dutiable as though composed wholly of the remaining 
constituents. 


The Association wishes to go on record and to state that it 

does not seek the continuation of or the expansion of the 

customs drawback shirting fabrics regulations, established 

by Order-in-Council P.C. 1969-950 dated May 8th, 1969." 
(Nola eines 3, Ser) 


The rates of 173 p.c., B.P. and 20 p.c., M.F.N., proposed by 
the shirt manufacturers for other than yarn dyed shirtings, are the 
same as now apply to cotton fabrics under tariff items 52202-1 and 


The Canadian Textiles Institute, in association with the 
Textile Workers' Union of America and the United Textile Workers of 
America, urged that there be no change in the rates of duty now in 
effect under tariff item 56205-1 (Vol.3, p.497). The spokesman for 
the Institute said that most of the Canadian production of the fabrics 
relevant to Reference 144 was by seven companies, six of which are 
members of the Institute; the seven companies are listed below. 


Company Plant Locations 
Associated Textiles of Canada Ltd. Louiseville, Que. 
Bruck Mills Ltd. Cowansville, Que. 


Sherbrooke, Que. 
St. Jean, Que. 


Chemcell Ltd. Drummondville, Que. 
Montmagny, Que. 
Coaticook, Que. 


Consolidated Textiles Ltd. St. Hyacinthe, Que. 
Joliette, Que. 
Alexandria, Ont. 
Magog, Que. 


Dontinton Textile Ltd’, Long Sault, Ont. 
Magog, Que. 
Sherbrooke, Que. 
St. Jean, Que. 
St. Timothée, Que. 
Valleyfield, Que. 


Doric Textile Mills Ltd. St. Jean, Que. 
Rayonese Textile Co. Ltd. St. Jerome, Que. 


Of the above, only Doric is not a member of the Institute and, there- 
fore, is not associated with the proposals. 


The Man-made Textiles Association supported the proposals 
of the Canadian Textiles Institute on behalf of five major Canadian 
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producers of man-made fibres: Chemcell Limited, Courtaulds (Canada) 
Limited, Du Pont of Canada Limited, Millhaven Fibres Limited and Union 
Carbide Canada Limited. 


The Canadian Textiles Institute (C.T.I.) proposals were also 
supported by the Canadian Chemical Producers' Association. This 
Association represents a number of member companies which produce 
chemicals, resins and man-made fibres and filaments used in the manu- 
facture of the woven fabrics relevant to Reference 144, 


The British Man-made Fibres Federation, on behalf of their 
fabric-exporting members urged that the existing margin of preference 
under tariff item 56205-1 be maintained. 


Analysis of Proposals 


The existing rates for the apparel fabrics relevant to Ref- 
erence 144 are 224 p.c., B.P. and a composite M.F.N. rate of 25 p.c.; 
ad valorem and 15 cents per pound. For light fabrics, such as are 
used in the manufacture of dress shirts, the ad valorem equivalent of 
the M.F.N. duty appears to be about 31 to 33 p.c.; for other, heavier, 
apparel fabrics, such as are used in the manufacture of slacks and 
raincoats, the effect of the specific duty of 15 cents a pound would 
be greater and the composite rate might be higher. 


Thus the proposals of the Apparel Council for relevant ap- 
parel fabrics, apart from yarn-dyed shirtings, would involve only a 
small reduction in the B.P. rate of duty but a substantial reduction 
in the M.F.N, rate from about 32 p.c. or more under the existing tariff 
to 20 p.c. The proposal of the shirt manufacturers relative to the 
above fabrics differed from that of the Council essentially only in 
respect of the B.P. rate. However, the margin of preference was not 
at issue during the hearing, as indicated by the comment of the 
shirtmakerst spokesman that, 


".,.. we have suggested a B.P. rate of 175 per cent and an 
M.F.N. rate of 20 per cent ... just to preserve a little 
margin of difference between the B.P. rate and the M.F.N. 
rate ... we dealt just specifically with the shirt people 
and the one point of difference which is very small, and 
mind you, unimportant is that we propose a British Prefer- 
ential rate of 174 and a M.F.N. rate of 20 per cent’. 
(Vol.2, p.279) 


The proposals of the Apparel Council and the shirt manu- 
facturers relative to yarn-dyed apparel fabrics would involve a very 
substantial change from the existing rates; for imports from B.P. 
countries the rate of duty would be reduced from 223 p.c. to zero and 
for imports from M.F.N. countries the reduction would be from an equiv— 
alent of about 32 p.c. to zero, 


The existing margin of :preference between the BoP. and M.EsN. 
rates is relatively large -- of the order of 10 percentage points. In 
the proposals of the Apparel Council this margin would disappear on 
both yarn-dyed and other fabrics. In the proposal of the shirt 
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manufacturers the margin would disappear on yarn—dyed fabrics’) on 
other relevant fabrics the margin would be 25 p.c., a decrease of about 
( percentage points. 


It has already been noted that few of the available statistics 
relate directly to the woven apparel fabrics relevant to Reference 14, 
However, although the record of imports under tariff item 56205-1 in- 
cludes non-apparel fabrics, the data permit certain conclusions to be 
drawn from them which would apply to apparel fabrics; many of the 
statements made in the course of the public hearing by representatives 
of both the textile and clothing industries support such conclusions. 


Table 21: Distribution of Imports Under Tariff Item 56205-1, 
by Principal Origin, 1966-1969 


1969 
1966 1967 1968 Jan.—Sept. 
- per cent of total value of imports - 

UU etoe tie 670 bia Dowd Diao 
Japan Dal het Pies Zak 
U.K. SP) Be Pare BO 
HEC. oD 12D 10.6 TES) 
Others P Da) 6.8 We 
Dotak) ~ 0030 100.0 100.0 100.0 


Source: Derived from DBS data 


It is clear, from the table, that Japan and the U.S.A. are 
the principal sources of Canadian imports of the relevant fabrics; 
together, these two countries account for more than three-quarters of 
the total. It is also clear that imports from Japan have increased in 
recent years at the expense of those from the U.S.A. and that the 
proportion of imports from others has also been increasing. The rela- 
tively minor importance of the U.K. as a source of Canadian imports of 
fabrics under item 56205-1 is also suggested by the table. 


The actual values of imports, under item 56205-1, are shown 
in the table which follows. 


From the table, it is apparent that the proposals relative 
to the level of M.F.N. duty under tariff item 56205-1 are of principal 
importance. This rate applies to 95 per cent or more of imports into 
Canada of all fabrics classified under item 56205-1 and, therefore, 
would apply to most of the apparel fabrics imported under this tariff 
item. 
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Table 22: Value of Imports Under Tariff Item 56205-1 by 
Principal Origin, 1966-1969 
1969 
1966 1967 1968 Jan,—Sept. 
- thousand dollars 
Usk donee 1,878 1,855 BP]O9 
India 59 120 428 856 
TotalApe Ps Oyen 216 ONE Byer BENS 
U.S.A. 34,670 34,535 ano eyes 
Japan 8,128 9,947 13,928 12, 04,0 
Italy ae Ol o ’ 13 3; 320 35 fis 
Other E.E.C. Aa ie iy, 3,867 Byte 259k5 
Other M.F.N. 1,853 2,664 3,905 3,178 
Total M.F.N. 49,464 51,166 61:,.776 5h, 506 
All Countries Ss (ou slop icie 64, 083 575 bow 


Source: Derived from DBS data 


Representations in Support of Proposals 


In general, there was little disagreement between the 
clothing and fabrics manufacturers regarding the principal trends af- 
fecting their industries. However, there was considerable disagreement 
between them as to how each might be affected by a change in the rates 
of duty under tariff item 56205-1. The two groups also differed in the 
approach of their presentations. The clothing manufacturers presented 
many arguments in support of their proposals but produced relatively 
little evidence in support of them; the fabrics manufacturers presented 
a considerable amount of evidence to refute some of the claims of the 
clothing manufacturers but put forward relatively little evidence in 
support of the claim that they needed the existing level of protection. 


Submissions of the Clothing Industries 


The clothing manufacturers supported their proposal regarding 
piece-dyed fabrics with the following arguments. 


ihe Fundamental changes have occurred, in recent years, which 
have affected clothing manufacturers. These include: 


(a) The large volume of imports from low-wage 
countries and the consequent loss of their 
traditional low-price, large volume market 
for staple products. (Vol.8, p.962) 


(b) The displacement of cotton fabrics in the 
apparel field by man-made and blended fabrics. 
(Vol.8, p.964) 
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(c) The shift to higher-style, higher-priced lines, 
at least partly as a result of the competition 
of low-price imports. (Vol.8, p.965, 967) 


There are very few domestic suppliers of apparel fabrics and 
the one or two firms producing each of the principal kinds 
cannot supply the expanded requirements for variety of 
fabrics, colors and patterns demanded by the Canadian market. 
Mohsin nel9) 


As a result the clothing industries must import a significant 
proportion of their requirements. (Vol.8, p.966) 


Because of the increased importance of man-made and blended 
fabrics and the expanded demand for a larger variety of fabrics, 
tariff item 56205-1 has become of "enormously greater importance" 
than it was ten years ago. (Vol.8, p.965) 


In the high-style field, the Canadian industry is exposed to 
the competition of imports, particularly from the U.S.A. The 
protection afforded clothing, under tariff item 56300-1 

(25 p.c.) is insufficient to meet this competition unless 
Canadian manufacturers have access to fabrics at lower cost. 
CSL Pk oh19, 20) 


The position of the clothing industries is aggravated by the 
existing anomaly in the rate structure which results in an ad 
valorem equivalent M.F.N. rate of 32 p.c. for the fabrics under 
item 56205-1 and M.F.N. rates of 25 p.c. or 224 p.c., for 
apparel made from such fabrics, under items 56300-1 and 54305-1, 
respectively. (Vol.1, p.20) 


A major effect of this anomaly in the rate structure has been 
that the clothing industries have had a relatively low rate of 
growth. In contrast the synthetic textiles industry has en- 
joyed a very high rate of growth relative to the clothing in- 
dustries, Canadian manufacturing in general, and even relative 
to ue textile industries in other countries. (Vol.8, p.968, 
969 


The clothing manufacturers claimed that Canadian man-made fabric 
producers do not now take full advantage of the tariff pro- 
tection available under item 56205-1 and do not need this level 
of protection in meeting competition from the U.S.A. (Vol.8, 


p.975) 


Their spokesman referred to a recent study of effective pro- 
tection, made on behalf of the Economic Council of Canada, 
which reported that the effective protection for the synthetic 
textiles industry was of the order of 58 to 64 p.c. whereas 
studies made by the Apparel Council indicate effective rates of 
14 to 18 p.c. for clothing made from man-made fabrics. He 
urged that a comparison of rates of effective protection give a 
useful, though rough, measure of the relative advantage which 
accrues to each of the groups as a result of the Tariff. 
(Vol.l, p.26; Vol.8, p.977) 
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The shirt manufacturerst spokesman said that 80 per cent of 
the shirts now made in Canada are made from blended fabrics, the prin- 
cipal kind being a blend of 65 per cent polyester and 35 per cent 
cotton. He emphasized the shift from white and light-colored shirts 
to the wide variety of colors and patterns now used by shirtmakers. 

He claimed that the Canadian industry had been forced to abandon the 
low-price, large-volume field to imports and noted that imports of 
shirts in 1968 exceeded domestic production by 12 per cent. (Vol.8, 
p.988, 989) 


He referred to the fact that there was only one producer in 
Canada of the principal shirting fabric relevant to Reference 144 and 
noted that neither this company, nor any other, now made yarn-—dyed 
shirtings or intended to manufacture these in the near future. 
(Vol.8, p.989) 


Therefore, he said, Canadian shirt manufacturers were forced 
to purchase all of their requirements of yarn-dyed fabrics abroad. 
Moreover, in order to obtain the variety of fabrics demanded by the 
Canadian market and to avoid the many hazards of depending on only one 
supplier some proportion of the industry's purchases of piece-dyed 
donee also had to be purchased abroad. (Vol.2, p.325, 330; Vol.8, 
p.990 


He estimated the existing M.F.N. duty under item 56205-1 to 
be equivalent to 31.5 p.c., ad valorem, and questioned the need for 
such a level of protection on any of the relevant fabrics (Vol.8, p. 
993). He also drew the Boardts attention to the higher rate of pro- 
bectionson the, fabrics thansonsthesshirts: 


No additional points were raised in the submissions of 0, 
Browne & Co, Ltd. and the Canadian Ments Fine Clothing Manufacturers 
Association, 


Submissions of the Fabrics Industry 


The manufacturers of the man-made and blended fabrics agreed 
that fundamental changes had occurred in recent years with respect to 
the kinds of fabrics used in the production of apparel. They pre- 
sented the following arguments in support of their proposal that the 
wording and rates of tariff item 56205-1 remain unchanged. 


1. The Canadian mills producing the fabrics of Reference 144 are 
as modern and up-to-date as any in the world. The industry has kept 
abreast of technological developments and its productivity is high. 
(Yol.3, p.4943 Vol.6, p.8h9) 


2e However, the Canadian market is small and this is reflected 
in the size of run in the weaving, dyeing and finishing operations. 
omaller runs, relative to other countries, such as the U.S.A., result 
in higher costs at every stage of processing. (Vol.6, p.754, 755) 


3. The inherent disadvantages of producing for the small Canadian 
market have been compounded by the current demand for a greater variety 
of fabrics, constructions, finishes and colours, which has further 
reduced the average size of run and dye lot. The consequence of this 
has been a higher rate of rejects and re-dyes and even higher unit 
costs of production. (Vol.6, p.755, 827) 
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4, Although the U.S.A. is the principal source of the imported 
apparel fabrics of this Reference, there is also considerable competi- 
tion from fabrics imported from the Far East, particularly Japan; the 
source of the competition varies according to the kind of fabric. 
(S159 sep. GIN IOlS >, aps asd Voly64. peeLO) 


5. There must be a "delicate balance"t in the pricing of fabrics 
to sell below the laid—down cost of imports from the U.S.A. and yet 
not so high as to attract imports from Japan. (Vol.5, p.711; Vol.6, 
p.811) In consequence, Canadian fabric manufacturers appear to take 
less than full advantage of the available protection under tariff item 
56205-1 and many fabrics are sold at 10 per cent or more, below the 
laid-down cost of comparable fabrics imported from the U.S.A. (Vol.5, 
Depo yO se VOlsO, epee e612 2 Vol 36). p2.036) 


6. If the rates under tariff item 56205-1 were lowered, the 
Canadian textile industry would be exposed to increased pressures from 
the U.S.A., Japan and other countries, with consequent harm to the 
Ganadianeindustry. (Vole6y pe 75758113 9Vol.8, -p. 1038) 


7. Most foreign competition for garments is from low-price, 
Asian countries. Duty-free entry for the relevant fabrics would be of 
no assistance to the clothing industry in meeting this competition; 
indeed, even if the fabrics were free of all cost, Canadian manufacturers 
of garments could not compete with these countries. (Vol.8, p.1000, 
1009, 1031) 


8, Cross-dyed fabrics may be substituted for yarn-dyed fabrics 
in most uses and the former are available from Canadian production in 
a wide variety of patterns. Moreover, yarn-dyed fabrics are directly 
competitive with plain shades. (Vol.8, p.1016, 1028, 1038) 


9. Man-made fabrics require higher rates of protection than 
cotton fabrics because there are duties on man-made fibres, filaments 
and yarns whereas raw cotton is entered free of duty. (Vol.6, p.82h; 
Vous). pel03s) 


10. To lower the rates of duty on fabrics would not solve the 
problems of the clothing industry, but would jeopardize an industry 
with a very large capital investment. (Vol.8, p.1029, 1038) 


Analysis of Representations 


Both the clothing and fabrics manufacturers agreed that 
there had been a virtual revolution in the use of man-made and natural- 
fibre fabrics during the 1960's and particularly since 1965. The 
C.T.1. estimates that Canadian shipments of man-made fabrics were 31 
per cent of combined shipments of cotton and man-made broadwoven 
fabrics for all uses, in 1961; by 1968 man-made fabrics were 44 per 
cent of the total and still increasing relative to cotton. The impor- 
tance to the clothing industry of the change from cotton to man-made 
fabrics is indicated in table 13. This table shows the extent of the 
change from 1961 to 1967; 1968 and 1969 were years of continuing rapid 
change in this respect. 
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One result of the displacement, principally of cotton fabrics, 
by those of man-made or blended fabrics, has been the increase in the 
average rate of protection which applies to fabrics used by the cloth- 
ing industry. At the beginning of the decade man-made fabrics were 
widely used mainly in women's clothing, but even in ladies’ wear, 
cotton was the principal fabric used. The rates of duty on cotton 
fabrics is 174 p.c., B.P. and 20 p.c., M.F.N. With the displacement 
of cotton fabrics during the 1960's, the rates under item 56205-1 
began to apply to a much larger proportion of the fabrics used in the 
manufacture of clothing. As a result, a much greater proportion of 
the apparel fabrics which are now imported are subject to the con- 
siderably higher rates of duty under item 56205-1. 


The rates of duty on the fibres, filaments and yarns that 
are used in the production of man-made or blended fabrics are outside 
the terms of the present Reference, as also, are the rates on the 
garments made from such fabrics. Therefore, any change in the rates 
which apply to the fabrics would, simultaneously, affect both the pro- 
ducers of the fabrics and of the garments but in opposite ways. 


The effect of the change in the kinds of fabrics used for 
the manufacture of clothing, on the average rate of protection which 
applies to apparel fabrics used in Canada, is suggested by the figures 
in table 23. Imports by tariff item are available only since 1966 and 
as noted in earlier sections, a considerable displacement of cotton 
fabrics had already occurred by that time. 


Table 23: Duty Collected As a Percentage of the Dutiable 
Value of Cotton Fabrics Imported Under Items 
52202-1 and 52203-1 and Man-Made Fabrics Imported 
Under Item 56205-1, 1966-69 


1969 
1966 1968 Aug. & Sept. 
- duty as % of dutiable value -— 
Cotton fabrics 
52202-1 ee Iges 18.6 
52203=1 PN pays OTC 19.6 


Man-made fabrics 


5O20521 39.1 Beg 3152 
source: DBS 


Because a larger proportion of the apparel fabrics now being 
used by the Canadian clothing industry is of fabrics to which the rates 
under item 56205-1 apply, the average rate of protection is about 50 
per cent higher than the rates which apply to most cotton fabrics. 


Availability of Domestic Fabrics 


There was considerable discussion at the public hearing 
with respect to the adequacy of the variety of Canadian—produced 
fabrics available to clothing manufacturers. The clothing industry 
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claimed that one of the results of the "fashion explosion" which had 
occurred was the requirement for a larger variety than could be pur- 
chased from domestic suppliers, particularly for "confined" lines; a 
confined line is a fabric which the supplier undertakes to sell to 
only one buyer. The fabric manufacturers denied this claim and pre- 
sented a very large number of samples of domestic fabrics to indicate 
the great variety of kinds, constructions and patterns of man-made 
fabrics which they were producing. 


The fabric producers also presented evidence to indicate that 
they compared very favorably with U.S. producers in the "lead" time 
needed to obtain a particular fabric, the quantity of fabric that would 
have to be ordered to obtain a confined line and times of deliveries. 
It seemed, from the discussion, that the clothing manufacturers were 
comparing lead times and quantities, required by Canadian fabric pro- 
ducers, for special orders with the times and quantities required to 
obtain stock items from U.S. manufacturers. 


Related to the question of the availability of different 
fabrics was the claim of the clothing manufacturers that there are 
only one or two firms producing each of the principal kinds of apparel 
fabrics, in Canada, There appears to be considerable validity to this 
claim. As noted earlier, certain of the seven principal Canadian manu- 
facturers of man-made apparel fabrics tend to specialize in fabrics 
for particular uses. Two of the seven, Rayonese and Doric, were said 
to produce linings, almost exclusively, with Chemcell being "absolutely 
predominant" in that field. Of the remaining five, Dominion Textile 
is the only Canadian producer of polyester-—cotton shirtings; Bruck was 
said to be "particularly important" in the supply of dress fabrics; 
Associated was referred to as "a major factor in Canada" with respect 
to fabrics for ments slacks and suitings; and Consolidated was mentioned 
as being "very heavy" in the supply of rainwear and outerwear fabrics. 


There appears to be a certain amount of "overlap'', in that 
five of the seven companies produce fabrics for purposes other than 
those for which they occupy a major or dominant position in the 
Canadian market. However, the evidence of the buyers together with 
that of the fabric manufacturers leaves a clear impression of dominance 
of one, or at most two manufacturers, in the supply of man-made fabrics 
for the manufacture of particular kinds of clothing. 


Thus, although there seemed little question of the avail- 
ability of a very large variety of domestic fabrics for all uses, 
clothing manufacturers would, generally, be forced to depend on, at 
most, two sources of domestic supply of fabrics if they required more 
than a fairly limited variety of kinds, constructions, colours or 
patterns, for their operations. The clothing manufacturer is exposed 
to certain hazards in such a situation; for example, a prolonged 
strike, or a work stoppage for any other reason, would cut off domestic 
supplies and would force him to purchase outside of Canada. The 
seasonal nature of the Canadian demand for certain clothing increases 
the importance to the clothing manufacturer of the certainty of fabric 
delivery. 


For larger clothing manufacturers, it may be good policy to 
avoid depending on the one or two domestic suppliers because the 
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quantities which they require may be difficult to obtain, on short 
notice, from a foreign source, unless the company's position as a 
regular buyer is established; they may consider the extra cost of such 
purchases a form of insurance. Moreover, their bargaining position 
with the one or two Canadian companies which are able to supply their 
needs is likely to be improved if they are in a position to purchase 
from suppliers in other countries.. 


Yarn-Dyed Shirt Fabrics 


It was agreed, at the hearing, that there was no production 
of yarn-dyed shirt fabrics in Canada; the discussion indicated that no 
manufacturer was planning on entering this field. The brand-name 
dress shirt manufacturers estimated that about 30 per cent of the man- 
made and blended fabrics which they used were yarn-dyed, all of which 
had to be imported at the time of the hearing. (Vol.3, p.39h, 395) 
Although the fabrics manufacturers agreed that there was no production 
of yarn-dyed shirt fabrics in Canada, they claimed that cross-dyeing 
could produce the same effect and presented many samples of cross-—dyed 
fabrics to support their claim. 


The process of cross-dyeing depends on the properties of 
different yarns or filaments which react to certain dye chemicals in 
different ways. For example, a yarn made of polyester fibres and one 
of acetate fibres may appear quite different after exposure to the 
same dye solution. Thus, by using different yarns or filaments in the 
warp or filling of a fabric and then using appropriate dye chemicals a 
very wide variety of stripe and check effects can be obtained. 


The discussion indicated that cross-—dyeing was not in all 
cases less costly than yarn-dyeing and that there were limitations 
with respect to the number of colours obtainable in a fabric by cross-— 
dyeing. Jt was said that there are more limitations in cross-—dyeing 
than in yarn-dyeing, but it was also claimed that cross—dyeing was a 
more flexible process. (Vol.4, p.642) 


Although the opposing parties disagreed regarding the extent 
to which cross-dyed fabrics may be substituted for yarn-dyed fabrics, 
it seems clear that, if the latter could be entered free of duty, they 
would compete fairly directly with domestic cross-dyed fabrics. More- 
over, the duty which now applies on imported yarn-dyed fabrics is to 
some extent a deterrent to their use; if they could be imported free of 
duty, they would probably be used more extensively for the manufacture 
of shirts at the expense of domestically—produced plain shades or 
patterned fabrics. 


The Competition From Imports 


Imports of man-made apparel fabrics, in recent years, were 
estimated to be about 24 per cent of total Canadian use (table 3); 
imports of clothing were estimated at about 6 per cent of Canadian use 
(table 11). Imports of both fabrics and garments have increased sub- 
stantially since 1961. 
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Most imports of man-made apparel fabrics were said to be from 
the U.S.A.3; Japan, the second most important source of supply, probably 
accounts for 20 to 25 per cent of Canadian imports of these fabrics. 


Both the garment and fabrics manufacturers claimed they could 
not meet the competition from Asian countries. The garment producers 
said they had been forced to vacate the low-price, large-volume staple 
market and had entered the higher-price, high-fashion garment field. 
The major manufacturer of polyester-cotton fabrics said his company's 
prices were "appreciably higher" than the laid-down cost of imports 
from Japan (Vol.5, p.711); the major producer of dress fabrics said 
"they /the ees could put us out of business if they wanted tot, 
(61. s6, pee.) 


As noted earlier, most of the present imports of man-made 
apparel fabrics are from the U.S.A. and most imports of garments are 
from Asian countries. However, about 34 per cent of the value of 
imports of garments. are from non-Asian countries and a significant 
proportion are from the U.S.A. and European countries: such as France, 
West Germany and others. 


The Relevant Rate Structure 


Spokesmen for the clothing industry noted that under the 
existing tariff structure the rates of duty which apply to fabrics 
under tariff item 56205-1 are substantially higher than the rates which 
apply to garments made from such fabrics under tariff items 54305-1 
and 56300-1. They claimed that this constitutes an anomaly in the 
progression of rates which applies to the raw materials, intermediate 
goods, the fabrics and the garments. They presented evidence to show 
that in most European countries and the U.S.A. the rates of duty were 
lowest on fibres and filaments and became progressively higher on yarns, 
fabrics and garments. They also drew attention to the difference in 
the progression of rates for cotton and for man-made goods. 


The structure of the relevant Canadian Tariff as it applies, 
generally, to man-made goods, is shown below. 


Tariff item and Brief Description Boke Mok. Ne 
56005—1 Man-made fibres en ROS tec 
56015-1 Man-made filaments 5 pec. ORD sc. 
56110-1 Yarns and rovings Peetoce me LOtpsce 
+uLovets. per= Lbs 
56205-1 Woven fabrics Rost. Ce emncs! prc. 
Loree. por Lb. 
56300-1 Clothing, textile component 
50% or more man-made 20%pie. 25" pees 
5305-1 Clothing, textile component 
less than 50% man-made 224 p.c. 225 pec. 


An examination of imports, since July 1969, indicates that 
the ad valorem equivalents of the composite M.F.N. rates under tariff 
items 56110-1 and 56205-1 have been 17.5 per cent and 31.7 per cent 
respectively. 
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Effective Protection 


The spokesman for the clothing manufacturers, in his closing 
argument, said: 


"... it is our submission that the examination of rates of 
effective protection is a useful exercise ... for the pur- 
pose of measuring in a rough and ready way the relative 
advantage which accrues from the tariff to one segment of 
a related group of industries as compared to another", 
(Vol.8, p.977) 


The question of effective protection had been raised, earlier, in the 
brief of the Apparel Council and had been the subject of considerable 
discussion during the hearing. 


As noted in the presentation by the spokesman of the C.T.I., 
the basic concept of effective protection has been known for a very 
long time, although it had not been used very extensively in analytical 
studies until fairly recently. Its use as a legitimate tool of economic 
analysis is now widely accepted. 


A recent study made for the Economic Council of Canada defines 
the rate of effective protection as the percentage increase in value 
added per unit of output made possible by the tariff structure. The 
authors note that, 


"_. Tf the tariff on the output is higher than the tariff 
on the input, the effective protection will be higher 
than the nominal tariff. 


-- If all tariffs are equal, then the effective protection 
is equal to the nominal tariff. 


-—- If the output tariff is lower than the tariff on the 
input, then the effective protection will be less than 
the nominal tariff. 


-—— Kffective protection can be negative if the tariff on 
the input is sufficiently higher than the output tariff, 
or if there is no tariff on the output,' 


As stated earlier, any change in the rates which apply to 
apparel fabrics, under item 56205-1, would affect the protection 
available to both the producers of the fabrics and of the garments, 
but in opposite ways. Therefore, it seems particularly appropriate, 
in this Reference, to calculate the effective protection:on a selection 
of garments and also on the man-made fabrics which entered into their 
manufacture. In consequence, the Board obtained detailed data from 
clothing manufacturers, regarding the materials which were used in the 
manufacture of certain garments which were said to be large volume 
sales items. In addition, the Board acquired data from domestic fabric 
manufacturers regarding the materials which entered into the production 
of the fabrics used in the garments for which material inputs had al- 
ready been obtained. 
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The rates of effective protection were calculated under the 
assumption that all inputs and outputs were priced to take full advan- 
tage of the tariff protection available under existing tariff items. 

For example, the price paid for fabrics, by a clothing manufacturer is 
assumed to include the full M.F.N. duty, under item 56205-1, of 25 p.c. 
plus 15 cents a pound; similarly, fibres or filaments used in the pro- 
duction of the fabrics were assumed to be priced as if the full M.F.N. 
duties were included in their prices. The prices of the outputs, that 
is, fabrics and garments, were also assumed to take full advantage of 
the M.F.N. rates available under items 56205-1 and 56300-1, respectively. 


In order to assess the effect of a change in the rates of 
duty under tariff item 56205-1, the calculations were done in two ways: 
firstly, the rate of effective protection was calculated using the 
current M.F.N. rate of duty under item 56205-1; secondly, the calcu- 
lation was made using a duty of 25 p.c. The results of the calcula- 
tions are given in table 24. 


Table 24h: Effectiye.Protection on Selected Garments and 


Fabrics \@ 
Current Tariff Fabric Duty 

Fabrics Situation 2p Os 
eae 264.8 ths Mie 
TB. 2 100.7 64.6 
TB.3 noel 2a 
TB de 54.6 2.6 
TBixd Bie 7 B62 
TB 6 38.3 28.4 
TB? 36. 26.8 
Garments 

Blouse 23.6 25cte 
Dress ee AE LG h 
Dress shirt Ziseth Dost 
Dress shirt Click oan 
Ladiest slacks 20.9 hy 
Ments jeans 18.1 2040 
Ments jeans ey) pipe 


(a) The fabrics for which the rates of effective protection are shown 
were reported by the manufacturers of the garments listed in the 
table to be the domestic fabrics which they used in the manu- 
facture of those garments. Because the producers of the fabrics 
might be identified if the end-use of the fabric were shown, the 
fabrics are identified only by numbers. 


Source: Tariff Board survey 
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It is evident from table 24 that the effective protection on 
fabrics is currently very much higher than on garments. It is also 
apparent that the differences would be substantially reduced, in some 
cases, with a duty of 25 p.c. on the fabrics; however, the effective 
protection would still be much higher for the fabrics than for the 
garments. 


Pricing Policy on Fabrics 


Many statements made at the public hearing support the view 
that Canadian manufacturers of man-made apparel fabrics tend to price 
such fabrics, generally, at about ten per cent under the laid—down 
cost of comparable fabrics imported from the U.S.A. Statements by 
individual textile manufacturers also indicated that such prices were, 
at the same time, higher than the laid-down cost of fabrics imported 
from Japan. All of the examples cited by the clothing manufacturers 
were to the effect that prices of Canadian fabrics were lower than the 
delivered cost of comparable imports from the U.S.A. The Canadian 
textile manufacturers submitted some examples of comparable fabrics 
where the domestic price was about the same as the landed cost of U.S. 
imports, some where it was higher and some where it was lower. In 
general, they suggested that their prices were subject to change 
depending on particular market situations, 


However, some of the principal manufacturers of man-made 
fabrics agreed with the clothing manufacturers that, by and large, 
they were not using all of the M.F.N. duty and Canadian prices were 

enerally below those of comparable fabrics imported from the U.S.A. 
Vol.5, p.710; Vol.6, p.S11). <A summary of some price comparisons 
presented at the public hearing is given below. 


Transcript Canadian Laid—down Cost % Can. Price 
Reference Price From U.S.A, of Import 
- $$ per yard - — per cent - 
Cited by Clothing Mfrs. 
Vol ie 52, oat ei: siege 
- 57 Aiib)s) Sh, 88.8 
- 100 Te50 NAC) 88.2 
2- 190 ALO ha bis) ela 
2F503 235 1.64 S263 
— 205 Ne ibegei@) 86.1 
3 - hl 63 80 78.8 
Cited by Textile Mirs? 
h - 619 1925 ees 104.9 
Siade all higgteis) 1.938 hes. 
ope iL fais) 1.806 102. 
= (eras Loo 1.808 99.6 
5 — 655 51.57 51, 3-58. 364) 98.5 
- 710 629 about .72 Sieur 


CGE orbs om rl) 


a2 


During the hearing the clothing manufacturers’ argued that 
the pricing policy of Canadian textile manufacturers indicates that 
they do not now take full advantage of the available protection under 
item 56205-1 in meeting competition from the U.S.A. and, therefore, 
they do not need the existing level of M.F.N. rates. (Vol.8, p.978) 


If prices of Canadian fabrics are generally lower than the 
laid—down cost of imports from the U.S.A. and Western Europe, as the 
evidence suggests, then to some degree the available protection under 
tariff item 56205-1 could be considered to be only occassionally 
useful, as insurance against a substantial decline in import prices. 
If it is assumed that delivered prices of fabrics imported from the 
U.S.A. are about ten per cent higher than prices of comparable domestic 
fabrics then the protection used by Canadian manufacturers, for most 
of the fabrics in table 24, would range from about 20 p.c. to 27 p.c. 
compared with an average ad valorem-equivalent rate of about 32 p.c. 
for all broad woven man-made fabrics imported under tariff item 
56205-1, in recent months. 
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SUMMARY AND CONCLUSIONS 


In this Reference, the Board was directed to study and 
report on tariff item 56205-1 in so far as it relates to fabrics used 
in the manufacture of garments and wearing apparel and its effects on 
Canadian production of garments and wearing apparel. Fabrics, 
dutiable under tariff item 56205-1, are those woven fabrics containing 
more than five per cent, by weight, of man-made fibres or filaments 
and exceeding twelve inches in width. Garments and wearing apparel, 
when made from such fabrics, are for the most part, dutiable under 
tariff item 56300-1; the yarns used in weaving such fabrics would be 
largely dutiable under tariff item 56110-1. The basic issue in this 
Reference then, is the division of the protective margin resulting 
from the difference in duty on the clothing and the duty on the yarn, 
as between the clothing manufacturers and the weavers of the fabric. 


The significant rates of duty are those under the Most- 
Favoured-Nation Tariff. At the present time the rate on garments 
under tariff item 56300-1 is 25 p.c.; the rate on fabrics under tariff 
item 56205-1 is 25 p.c. plus 15 cents per pound; the rate on yarns 
under item 56110-1 is 10 p.c. plus 10 cents per pound. Some of the 
weavers spin their own yarns and the rate on the staple fibres under 
tariff item 56005-1 is 10 p.c. Thus, the existing duty structure 
provides both a higher nominal rate of duty and a higher "effective 
protection" on the fabrics than on the garments. 


Little published statistical information relates specif- 
ically to the area covered by this Reference. Figures on the clothing 
industry encompass more than the production of clothing entirely of 
fabrics containing man-made fibres; similarly, figures on the produc-— 
tion of fabric of man-made fibres in Canada relate to total production 
and not to that used only in the production of clothing. Nevertheless, 
it is useful to consider, in a general way, what has been happening 
in both the clothing and fabric fields in Canada in recent years. 


In the decade since the last Tariff Board study on man-made 
fabrics and their products, the most striking development in the 
clothing industry has been the changes which have taken place and the 
rapid rate at which they have taken place; indeed the rate of change 
seems to have increased in the past five years as compared with the 
earlier five years. 


In the Boardts 1959 Report, Silk and Man-Made Fibres, and 
Products, Reference No. 125, the following appears on page 93: 


" ,... As to the threat of invasion of the domestic market 
by Japanese made-up goods of man-made fibres, the pene- 
tration to date, while of some significance for the 
industry, is "still not on a very large scale." 


In the past decade this situation has changed radically. 
Imports of made-up garments, as well as fabrics containing man-made 
fibres, have increased greatly from the so-called "low-price" 
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countries. The term, "low-price country" no longer suggests only 
Japan but also Taiwan, South Korea, Hong Kong, China, India, and some 
of the eastern European countries as well. The impact of these 
"low-price" imports has varied greatly in different areas of the 
clothing industry. Some areas have been little affected, at least as 
yet, whereas several areas have had to make significant changes in 
their operations as a result of such imports, for example, producers 
of shirts, casual clothes, work clothes, and blouses have been forced, 
for the most part, to abandon their lower-priced ranges. 


The second significant change in the past decade has been 
the increased use of fabrics containing man-made fibres as compared 
with fabrics made from natural fibres, particularly cotton. Again 
this change has been more pronounced in some areas of the garment in- 
dustry than in others. Men's shirtings represent perhaps the area of 
greatest change in this respect; the 100 per cent cotton dress shirt 
has been to a great extent superseded by shirts made from fabrics con- 
taining polyester/cotton blends. From the standpoint of the clothing 
industry this change resulted in a significant increase in the duty on 
fabrics because the duty on cotton fabric has always been lower than 
the duties on fabrics of man-made fibres; at present the duty on woven 
fabrics, wholly of. cotton, n.0.p.,,18 20 Dice wheresse phe duryson 
fabrics of man-made fibre is 25 p.c. plus 15 cents per pound. 


Perhaps the most apparent development in the past decade has 
been the rapidity with which style or fashion changes have taken place, 
particularly in garments for the younger generation. Fashions in 
ments suits have changed almost as frequently as women's fashions; 
fashion has even become a factor in such ordinary garments as rain- 
coats and work clothes and the market for sportswear has increased 
with the popularity of skiing and the advent of the snowmobile; in 
sportswear generally, fashion trends and colour ranges have greatly 
increased. 


The past decade has been one of relative prosperity in 
Canada and no doubt this has assisted the industry in adjusting to 
these changes. The clothing industry is not a capital intensive in- 
dustry and, partly as a result, it is made up of a great number of 
firms, many of them quite small. As might be expected under such con- 
ditions, competition between domestic producers is keen and the number 
of new entrants and casualties in the industry is fairly high. Less 
prosperous times could have serious consequences for the clothing in- 
dustry; a reduction in disposable income available for indulgence in 
high fashions, or less frequent changes in fashions, could have serious 
implications for the industry, particularly in those areas where the 
lower-priced, more stable, ranges have been abandoned to imports from 
the low-priced countries. Another business factor of which the 
clothing manufacturer in Canada must be aware, is that the retail mar- 
ket for clothing is dominated by perhaps a half dozen large retail 
outlets and similarly, the number of fabric suppliers, particularly of 
fabrics of man-made fibres, is limited to about half a dozen. Nearly 
all the fabric suppliers spin and process yarns; most of them have 
their own dyeing, printing and finishing plants and some of them have 
specialized, to a large extent, in ja spanticular tyne oferabric. “In 
the past decade shipments of Canadian woven man-made fabric, in 
thousands of square yards, have almost doubled. 
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Other facets of this inquiry were discussed during the 
public hearing. One was the extent to which the fabric producers are 
making use of the existing tariff. The Board was supplied with a 
number of examples of similar cloths -- one produced in Canada, the 
other in the United States. In some cases, the price of the Canadian 
cloth was somewhat higher than the laid-down cost in Canada of the 
United States'* cloth, taking into account exchange duties, trans- 
portation, freight, and brokerage; in many cases, the Canadian price 
was less, and in some cases substantially less than the laid-down 
cost of the United States'* cloth, particularly in the case of fabrics 
made by the Dominion Textile Company. Dominion Textile specializes 
in polyester/cotton blends, the fabric largely used in men's shirts 
and other drip dry, permanent press, garments. The Board formed the 
impression that Dominion Textile's operation in the man-made fibre 
field has followed the pattern of its operation in the all/cotton 
field, that is, the company has concentrated on weaves and finishes 
for which the demand merits relatively long runs with the result that 
its pricing policies in the field of blends are more closely in line 
with those in cotton. When the clothing manufacturers were asked to 
express an opinion on relative prices in Canada and the United States 
they expressed the view that, generally speaking, prices of Canadian 
fabrics were about 10 per cent less than the price at which similar 
fabrics could be laid down from United States suppliers. 


Another factor which was the subject of some discussion was 
the matter of "effective protection". From studies made by the Board 
it would seem that the effective protection in the case of the garment 
industry is of the order of 20 p.c. In the case of fabrics, the nom- 
inal rate is 25 p.c. plus 15 cents per pound, the ad valorem equiv- 
alent of this rate, of course, varies with the price/weight relation- 
. Ship of the fabric but on the average it is in the neighbourhood of 
BimtOgs- «Ds Canale euLecLiyo sraLe nowever rappears to: be, close to 
double this, something in the area of 60 p.c. At the hearing the 
discussion related not so much to the actual rates of effective pro- 
tection as to the weight which should be attached to them. In this 
respect the Board agrees with the remarks of Melvin and Wilkinson, 
"Effective Protection in the Canadian Economy", on page 50. Referring 
to their effective tariff computations, the authors state, ™ ...,-they 
provide tariff negotiators, other government officials and industry 
personnel with but a first approximation to the possible impact that 
the Canadian tariff structure has had upon the returns to labour, 
Capital, and land in the industries concerned.™", and further, on 
page 62, "In conclusion, we suggest that the main use of effective 
protection rates would seem to be as crude indicators to government 
and industry of the advantages that have been conferred and the 
strains that have been imposed upon domestic industry by existing 
tariffs. But they are only one small building block in the construc- 
tion of rational policies to promote industrial efficiency and .con- 
sumer welfare", 


Another matter which came up several times in the hearing 
was the availability of fabrics from Canadian producers. On this 
point it seems to the Board that, regardless of the capacity of the 
Canadian producers to deliver quality fabrics on time, and in a wide 
selection of weaves, designs and colours, having in mind Canada's 
proximity to the United States and the advertising which reaches 
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Canada from the United States in many forms, Canadian clothing manu- 
facturers will always feel that, in order to "have something 
different", they will have to offer a certain percentage of garments 
made from imported fabrics. Furthermore, because some types of fab- 
rics are made by only one producer in Canada who may be forced to cur- 
tail deliveries because of a strike or other work stoppage, the 
clothing manufacturers, understandably, may consider it good business 
practice to use a foreign supplier as well. 


The Apparel Manufacturers Council of Canada, speaking for 
the clothing industry, and the Canadian Shirt Manufacturers? 
Association, in a separate brief, both proposed a most—favoured-nation 
rate of 20 p.c. on woven fabrics of man-made fibres and duty-free 
entry for fabrics woven from dyed yarns of man-made fibres, when for 
use in the manufacture of clothing and wearing apparel. 


The brief submitted by the Canadian Textiles Institute, the 
Textile Workers Union of America, and the United Textile Workers of 
America, made no specific tariff recommendations but in a subsequent 
submission they did suggest that the drawback principle introduced in 
relation to shirting fabrics might be extended to other areas. 


With respect to the drawback or remission of customs duties 
paid on woven fabrics used in the manufacture of ments and boys? 
shirts, introduced January 1, 1969, the Canadian Shirt Manufacturers?t 
Association in its submission to the Board stated that it did not 
seek the continuation or the extension of this arrangement. Such an 
arrangement, from the shirt-makers*' point of view, has a number of 
disadvantages: not until the end of "a drawback period" does the 
manufacturer know precisely what his cost of fabrics will be; if in 
any particular period his use of Canadian fabrics does not amount to 
at least 25 per cent of his total fabric consumption then he receives 
no drawback whatever and if in any particular period he were to use 
Canadian fabrics entirely, there would be no customs duties involved 
and, of course, no drawback. It also makes it more difficult for the 
Canadian shirt manufacturer to compare the prices of Canadian fabrics 
with prices of imported fabrics, since he must estimate at the time 
of his purchase commitment what the ratio of his use of imported 
fabrics to his total consumption of fabrics will be in the period 
when the fabric enters into manufacturing consumption. Furthermore, 
the scheme ties up certain funds until the drawback is paid and also 
involves the expense of additional administrative and accounting pro- 
cedures. If the remission or drawback principle on shirting fabrics 
were to be continued, it seems to the Board that, in all fairmess, it 
would have to be extended, perhaps not to all areas of the clothing 
industries, but certainly to some of them. There are many areas 
besides the manufacture of shirts which have been affected by the 
same considerations which gave rise to the shirting drawback, namely, 
competition from imports, reliance to a considerable extent on im- 
ported fabrics and a change from cotton fabrics to fabrics containing 
man-made fibres; these areas include ments and boys slacks, jackets 
and work clothes, ladies* blouses, nightwear and outerwear. The 
importance of the relevant factors in these different areas might be 
expected to be different from that-in the ishirting industry and, af 
the drawback procedure were to be adopted, one can visualize a varie- 
ty of schemes being introduced, with each area of the industry 
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pressing for revisions in the light of the arrangements introduced 
for others: from both the industry and Government point of view, it 
would mean a proliferation of non-productive, administrative proce- 
dures. From the weavers? point of view, it is, of course, preferable 
to the clothing industry's proposal of a reduction in the duty on 
fabric. No doubt the weavers recognize that a certain proportion of 
fabrics used by the clothing industry are going to be imported in any 
event; the remission of duties on these imports, therefore, would 
have little or no effect on the Canadian fabric producers. There are 
admittedly some advantages in the drawback arrangement and it pro- 
vided a reasonable method, which could be quickly introduced, of 
meeting an immediate problem; however, the Board considers that it is 
not the best way to serve the interests of all concerned on a perma- 
nent basis. 


Let us turn now to the proposal of the clothing industry, 
particularly the shirt manufacturers, that yarn-dyed fabrics be per- 
mitted duty-free entry. The main argument put forward in support of 
this proposal was that, practically speaking, such fabrics are not 
produced in Canada. In the weaving of yarn-dyed fabrics, the final 
pattern or design and colour of the fabric is determined at the 
weaving stage; to vary the pattern or colour involves a rather costly 
procedure and the lengths of runs for the Canadian market generally 
render the production of such fabrics uneconomic. However, a similar 
effect, in stripes and cross-—checks, is now being achieved using 
yarns with slightly different chemical compositions which take up 
different colours in the dye-bath so that, although the grey fabric 
is piece-dyed, the dyeing produces stripes or cross—checks of dif- 
ferent colours in the fabric. This procedure is relatively new and 
the Board was informed that the Dominion Textile Company will be 
Introducing a.lLairiy wide.tange. of such fabrics in,1970, 


Yarn-dyed fabrics are, generally speaking, more expensive 
than piece-dyed fabrics; however, it appears that, with duty-free 
entry, certain yarn-dyed fabrics would lay down in Canada at prices 
competitive with some of the deeper coloured piece-dyed fabrics, at 
least in shirting fabrics, and to this extent, duty-free entry for 
yarn-dyed fabrics could offer competition to fabrics produced in 
Canada. Furthermore, and again referring to the shirting industry, 
the use of yarn-dyed fabrics does not represent a high percentage of 
the total fabric used. Apparently, their use is cyclical and it just 
happens that the high point of the current cycle is probably being 
reached at this time. The Board does not favour the introduction of 
a special end-use item for yarn-dyed fabrics and recommends that this 
proposal..pe. re jecied. 


The Board's terms of reference restrict this study to woven 
fabrics, containing man-made fibres, used in the manufacture of gar- 
ments and wearing apparel; there are other uses for such fabrics, for 
example, drapery and upholstery, but the Board was informed that a 
survey made by the Canadian Textiles Institute showed that approxi- 
mately 85 per cent of the Canadian production of such fabrics was for 
use in the manufacture of garments and wearing apparel. Furthermore, 
under the terms of reference, the study was to be made within the 
existing structure of the rates of duty on the garments and wearing 
apparel and on the materials used by the Canadian fabric manufac-— 
turers, such as yarns and staple fibres. 
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Within this framework then, the Board considers the issue 
involved to be, basically, the distribution, between the clothing 
industry and the fabric producers, of the existing tariff protection 
resulting from the difference in the duty on the finished garments 
and the duty on the materials used in the production of the fabrics. 


All those present at the hearing seemed to agree that, 
whatever the Board might recommend, imports of clothing and of fabric 
from the "low-priced" countries would be little affected; one of the 
fabric producers stated that a reduction in the duty on fabrics might 
affect his competitive position on some fabrics vis-a-vis imports 
from Japan but the consensus of opinion was that the tariff was of 
little consequence in relation to "Low-—priced" imports. The Board 
has considered this matter, therefore, mainly in relation to imports 
from the United States. 


There are two aspects of the duty on woven fabrics of man- 
made fibre which stand out. Firstly, a duty of 25 p.c. plus 15 cents 
per pound is one of the highest, if not the highest, rate of duty on 
manufactured products in the Canadian tariff to-day; the ad valorem 
equivalent is, on the average, about 31 to 32 p.c. 


Secondly, it represents an anomaly in the tariff in the 
sense that, normally, rates of duty become higher from one manufactur- 
ing process to the next but in this case the duty on the fabric is 
greater than that on the garments which is 25 p.c. Thus, the 
"effective protection" on the fabrics is much greater than the nominal 


rate -- in fact it is approximately double the nominal rate; on gar- 
ments the effective protection is substantially less than the nominal 
rate -- about 20 p.c., whereas the nominal rate is 25 p.c. However, 


it may well be that, in certain circumstances, a higher rate of 
effective protection on an intermediate process than that on a sub- 
sequent process, is reasonable. In fact the Board is of that opinion 
in this case. It seems to the- Board that the relative efficiencies 
of spinning yarns, weaving, dyeing and finishing fabrics for the 
Canadian market and for the United States't market as compared with 
the relative efficiencies of the "cut and sew"! procedures involved in 
making clothing for the two markets warrant a higher rate of effec- 
tive protection for the fabric producer. 


Another noticeable aspect of the duty on fabrics is that it 
is a composite duty, having both an ad valorem and a specific compon- 
ent. This type of duty is most frequently used on agricultural or 
natural products where the value of the product may vary widely from 
crop to crop and from country to country, depending upon growing 
conditions; the composite rate serves to stabilize, to some extent, 
the protection to domestic producers. The composite duty is rarely 
used on manufactured goods. In this case it may have served a useful 
purpose in the 1930's and the early days of the synthetic or man-made 
fibre industry when prices may have fluctuated more widely as newer 
fibres were being introduced; however, there seems to be no good 
reason for maintaining a composite rate on these fabrics at this time. 


We have stated earlier that, in our view, the fabric pro- 
ducers need a higher rate of effective protection than the clothing 
industry but do they need as much as they have, or should some of it 
be passed on to the clothing industry? 
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Most indicators suggest that the past decade has been a 
period of great growth for the man-made textile industry and the 
weavers appear to have participated in this growth. Because the 
fabric producers are engaged in other activities as well, their finan- 
cial statements are not necessarily a true indication of the results 
of their man-made fibre woven fabric operations. However, for some 
companies, these operations form a major part of their activities and 
these companies seem to have prospered, especially in the past few 
years. In these circumstances perhaps the best evidence that the 
fabric producers do not need the rate of protection they now enjoy 
is that they do not appear to be taking full advantage of the exist- 
ing tariff, even although many of them are the sole Canadian pro- 
ducers of certain types of fabrics. The extent to which the Canadian 
producers are pricing their fabrics below the laid-down costs of 
similar fabrics from the United States varies from producer to pro- 
ducer and from fabric-to fabric. Representations of the clothing in- 
dustry expressed the opinion that, generally speaking, prices of 
Canadian fabrics were about LO per cent less than the laid-down costs 
of similar fabrics from the United States. 


The clothing industry showed considerably slower growth in 
the past decade than manufacturing industries as a whole; in fact the 
total value of clothing shipments has fallen somewhat from the peak 
reached in 1966. Again, industry figures are not segregated to re- 
flect results for those garments using only the woven fabrics in 
issue. 


On the basis of the available information, the Board is of 
the opinion that, generally speaking, the fabric producers have done 
somewhat better than the clothing industry; however the Board also 
formed the impression that, in both sectors, in spite of the problems 
they have faced in the past decade, those businesses with good 
management and enterprise have been well rewarded. 


As mentioned earlier, the Board is not recommending the 
continuation or expansion of the drawback or remission principle nor 
is it recommending a special end-use item for yarn-dyed fabrics. It 
does seem to the Board, however, that a transfer to the clothing in- 
dustry of some of the protection which the fabric producers now en- 
joy would result in a more equitable distribution of the existing 
protection than at present. Accordingly the Board recommends a rate 
of 25 p.c. with no specific component, under the Most-Favoured—-Nation 
Tariff for those woven fabrics described under tariff item 56205-1, 
when for use in the manufacture of garments and wearing apparel. The 
Board recommends no change in the British Preferential rate of 
22% p.c.; taking into account the ten per cent discount for direct 
shipment, this rate still provides a significant preference. 


The most-favoured-nation rate of 25 p.c. on man-made fabrics 
would not be less than the rate on most clothing made of such fabrics, 
but at least it would not be greater. In the result, the effective 
protection for the fabric producer would still be greater than that 
for the clothing manufacturer. 


The Board has not overlooked the fact that the rate on the 
fabrics has already been reduced considerably since 1966; nevertheless, 
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the recommended rate of 25 p.c. is substantial and, in the Board's 
view, adequate. In to-day's world of instant communication and rapid 
transportation, with the formation and expansion of customs unions and 
free trade areas, with developing nations abroad and inflationary 
pressures at home, it seems clear that rates of duties of the magni- 
tude of those which, since the 1930's, have applied on woven fabrics 
of man-made fibres are neither in the national interest nor in the 
best interests of the industry itself. 


As far as the clothing industry is concerned, the reduction 
of the duty on fabrics to 25 p.c. should not only assist that. industry 
to meet competition from the United States, which admittedly has not 
been a significant factor in recent years, but also, and perhaps more 
important, to hold existing price levels and perhaps even to reduce 
them. The consumer may or may not benefit in the way of lower prices 
but it may be that the quality of the fabrics in garments may be up- 
graded somewhat without an increase in the price of the garments. 


With respect to prices and fabric costs the following 
information may be of interest. It shows the relationship between 
fabric costs, the clothing manufacturer's selling price to the 
retailer and the retailer's selling price.to the consumer for four 
répresentative articles of wearing apparel. 


Shell Manufacturer'ts 


Garment ae HONE 5) Retail Price(b) 
6 lLadiest Dresses 20.92: 95.650 200.85 
2 Childrents Snowsuits 9.63 2525 4A.9O 
3  Ments Windbreakers 8.42 SPINE a 63785 
5 Ments Shirts 6.13 PB Ae) 46.00 


(a) Exclusive of Federal Sales Tax 
(b) Exclusive of Provincial Retail Sales Tax 
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RECOMMENDED SCHEDULE 


It is recommended that Schedule "A" to the Customs Tariff 
be amended by inserting therein the following enumeration of goods 
and rates of duty: 


British Most- 
Prefer— Favoured- 
Goods Subject to Duty ential Nation General 
and Free Goods ever: Tare t Lariat 


Woven fabrics, wholly or in part 

of man-made fibres or filaments 

or of glass Tibres ‘or filaments, 

not containing wool or hair, not 

including fabrics more than 

riity per cent, “by weight; of 

silk, exceeding twelve inches in 

width, when for use in the 

manufacture of garments and 

WEariINePaDpSPeL py swe eevee cee aa 228 Wee's ADDS Oy ate orien 
and, per pound LOWCh Ss 


Woven fabrics containing five 
per cent or less, by weight, of 
man-made fibres or filaments or 
of glass fibres or filaments 
shall not be dutiable under this 
item but shall be dutiable as 
though composed wholly of the 
remaining constituents. 


First Vice-Chairman 


es ay = | A asl RS ee 
Setond Vice-Chairman 


Ottawa, January 15, 19770 
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APPENDIX I 


STATISTICS 


Eolyester oroan woven ¢abrics, 8.0. 37/515. .teass sees 
plot Droacdewovenabries, SxCams 75-39 ee Giie ew «ssc abies 


Rayon man-made mixture broad woven fabrics n.e.s., 
Sie Cie Sr eo@ee*eeaeeeeoeoeeweaeaeewnewmsemmsemrcUOO Coe eoeeeeeeeseeeseeoeevreoeaeeee se @ 


Rayon broad woven fabrics, viscose or acetate, 
S.C. 375-19 @oeeaeeoeeveaeeeeeeeeeweeoeeeeeevaew ew ee eeseeveaeeoeneeeeeseee ee 6 @ 


Broad woven synthetic mix fabrics n.e.s., s.c. 377-79 .. 


Broad woven fabrics of one man-made fibre n.e.s., 
S.C. 375-99 @oeeaeean e202 82 @ eee Ge eee ee eeeveeseeseeoewvaeoeaeseeeeeoee ee eee @ 


Polyester-cotton broad woven fabrics n.e.s., 8.c. 37/-75 
Rayon-polyester broad woven fabrics n.e.s., s.c. 377-65 
Rayon mixture broad woven fabrics n.e.s., s.c. 377-69 .. 
Shirts, synthetic fibres, except knitted, s.c. 783-42 .. 
Shirtcepexcepurmnatcd n,c.6iy JS.0y (63-13 wise s c debs sie we 
Shorts, outerwear, except knitted, s.c. 783-51 ..c...e0. 


Outerwear sets, women's and girls’, except knitted, 
S.C. 783-95 eooeeaeveeeeaeaoeeeoeeeaoeeeeeaeoewaeoeseeseeoeseeeeeeee ee ee OG @ @ 


Outerwear, except kyitted, m.e6.5.,; 8.0.) 753-99 .<ss.0ss 
Oviercoats ald) Guidoomvackets; ~s.C. (S9=19) 66400 cee ccs 
Panto ,awen' Ss and) bOve Ms.6.6.58.C. [S3-35 «eteecedscsce 


Pants and slacks, woments, girls’ and children's, 
except knitted, SeCe 783—52 eoeoeeseoevoeeeoee eevee eaee eee eee ee @ 


Blouses, except knitted ID Goo 4 Sse 783-1) eoeoeoeveee ee 00 @ 


Dresses and jumpers, man-made fibres, except knitted, 
S.C. 783-2) eeoeoeeoeoeoeoeeoeeaeweoeoeaeeaeeeeoeevneoe eee e eee eevee eee eee @ 


Dresses and jumpers, except knitted n.e.s. ,783-25 ...... 
pkIres except mittted 16.0, (SSL scsccscce ns cess sc'ee 


Pyare seve spWweal suc.) (Ol—Ue alsis sale siete wae a's 04 oo 
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Table 1 

Imports: Polyester broad woven fabrics s.c. 375-4568) 
Tariff Items: 56205-1, 56225-1, 56300-1 and 56705-L 

Duty as % 

Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 
ps $ $/1b. 
(000) (000) (000) (000) 
Total 
1966 ‘er By 014 4.47 3,344 100 Age 
1967 944 4,368 4.63 4,296 pos £5: 28.8 
AOGET Eby 30 61,335 held 6,260 erie 28.4 
Japan 
1966 ney pa pe a¥19 533 193 36.2 
1967 (2 5og BCs: Dike 199 34.9 
1968 591 1,806 3 406 Lue 7b 632. 35,2 
France 
1966 70 481 6.86 480 sys, Bled 
1967 119 76h 6.40 76h, 239 Slee 
1968 147 641 5.46 641 203 31.6 
Germany, West 
1966 58 BYE 6.42 373 60 LG i 
1967 108 695 Glee 695 fi2 16.2 
1968 157 1,056 6.73 LS'O55 166 LS 
United States 

1966 396 1,659 ee ee, 1,639 D423 als 
1967 L466 b 8/2 4.02 1.654 589 ES 
1968 a ily fy lil 4.09 a e095 613 AS ia 


(a) Prior to 1966 included in s.c. 375-99 
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Table 2 
Imports: Nylon broad woven fabrics s.c. 375-39(4) 
Tariff Items: 56205-1, 56220-1, 56250-1 and 56300-1 
Duty as % 
Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 
ib, $/1b. 
(000) (000) (000) (000) 
Total 
1964 916 3,289 alee 3,074 1,057 Shak 
1965 902 3,066 3,40 2,806 980 34.9 
1966 892 2,986 ib ras EAN Ps 889 6a: 
1967 996 3,412 Fae 239kk vad, be Pe 
1968 1,214 3, 87h cpp a Dyas 1,045 32.6 
Japan 
1964 = 147 525.357 525 18h Bou 
1965 228 652 PR gk: 651 25] BO sk 
1966 237 618 2.00 615 230 Si 
1967 201 626 3.12 602 218 Sy 
1968 23h 828 oeou 79h, 268 3355 
United States 
1964 7h2 2,604 SPs 2,481 85h Sek 
1965 601 eae PIE. as53 1,987 685 Bho 
1966 5o7 2,060 Sees 1,846 631 hee 
1967 689 Vie ee) 3335 2,160 P Ria h 32.0 
1968 682 2,064 BUS 1,940 639 22.9 


(a) Prior to 1964 included in s.c. 3372 & s.c. 3392 
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Table 23 


Imports: Rayon Te mixture broad woven fabrics n.€.S.,5 8.C. 
377-672 


Tariff Etems: 56205-L and 56225-1 


Duty as % 
Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 
iBer $ $/1b. 
(000) (000) (000) (000) 
Total 
1967 35 (OL 7,6Q4 2.05 type 24950 3858 
1968 23994 8,001 2.00 (99 By ene Sil ag 
Italy 
1967 Bp. 609 Laie 609 251 EAS 
1968 Suis) 686 Lea 68h 269 Sele 
Japan 
1967 348 663 1.90 663 268 LOA 
1968 Piet 410 1.86 410 163 39.6 
United States 
1967 2,873 5,849 2.0, " 5,8hh 2,269 38.8 
1968 Spoils Backs 2e0u 6,240 Papi ois Bess 


(a) Prior to 1967 included in s.c. 377-69 
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Table 4 


Imports: Rayon broad woven fabrics, viscose or acetate s.c. 375-1962) 


Tariff Items: 56205-1, 56220-1, 56225-1 and 56300-1 


Duty as % 
Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 
lb. $ $/1b. $ 
(000) (000) (000) (000) 
Tortas 
Lom LOO ee 172099 inal wre) h 6 , 235 36.9 
OG See br aon P56 ty hoe 6 , 583 37.6 
1966 9,607 15,667 1.63 15,430 5,882 38.1 
1967 10,851 17,843 Si, Mpeg ote 6,898 39.2 
1968 10,135 16,426 Woes 16.026 6.110 B76 
United Kingdom 
1964 965 1,375 ili) ances 272 19.8 
1965 938 2 Ate ial 1,398 283 2042 
1966 806 1,238 yey 1 21,6 20.3 
1967 778 78 Flee ew te) 235 O22 
1968 636 963 152 955 194 20.3 
italy 
1964 Diet: 645 RS) E 64,5 2h9 38.6 
1965 36h 125 1.99 We> 280 38.7 
1966 336 670 1.99 668 253 87.9 
1967 8h,2 1,490 eer] 1,488 580 39.0 
1968 838 1,529 1,22 1, 52h 585 38.4 
Poland 
1964 96 fal Aae®. 65 o7 boe5 
1965 348 2tu Pa i) 255 139 549 
1966 LL6 363 Foal 356 194 bia 
1967 679 579 285 579 306 52.8 
1968 952 825 37 825 419 50.8 
Japan 
1964 2,641 Eyal dete Sere reels H3.3 
1965 soeah ets) ree a ges Aas Lae) 
1966 a, 909 e,912 IES 2,967 Loy jig Aa 
1967 3,446 pies oes) aeAAWE, Sree 1,848 HéeO 
1968 2,646 3,256 aot) 3,256 433 4.0 


Year 


1964, 
1965 
1966 
1967 
1968 
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Table 4 
(Cont td) 
Duty as % 
Unit Dutiable Duty of Dutiable 
Total Imports Value Value Collected Value 
ite $ $/1b. $ $ 
(000) (000) (000) (000) 
United States 
oy 99 7,991 Abeal a) (725 3005 3854 
07 697k eae 6, 804 2,607 38.3 
Bis i 7,682 rapes 7,498 2,826 Bat 
Sy yey ell 5,107 pas ee ees Fa P0S hoi Sse 
2,867 6,840 2.39 G,047 ey abe 3568 


(a) Prior to 1964 included in s.c. 3229 and s.c. 3372 


(pu 
Table 5 
Imports: Broad woven synthetic mix fabrics n.e.s., s.c. 377-79\8) 


Tariff Items: 56205-1 and 56225-1 


Duty as % 
Unit Dutiable Duty of Dutiable 
Year _Total Imports _ Value Value Collected Value 
vee $ $/1b. $ $ 
(000) (000) (000) (000) 
Total 
MGh | 1, 9X h,, 302 eae £12 ).806 1,438 37.8 
1965 DyLoG eae | 2.02 See 920 39.0 
1966 L978 33023 1,68 Bove Le feo bee 
1967 79h Teil 2.46 W726 637 36.9 
1968 5 etne EWE lad 423 3 fed 
Japan 
1964 198 360 Le? 360 146 LO) 
1965 12 1. eer ich 5) HO.3 
1966 10 er. eS PIP 9 38.8 
1967 (ie 182 ale 182 69 B18 
1968 100 230 2200 230 85 37.0 
United States 
1964 Toe 3,662 Bee 3,168 1203 38.0 
1965 pier 2.085 2.00 2,08k 822 39.4 
1966 1,644 oy (he Log 2, (AL 984 S559 
1967 641 1,294 eee 1,290 488 31.8 
1968 363 (ee 1.96 yaw 273 inert 


(a) Prior to 1964 included in s.c. 3229 and 3372 


72 


Table 6 
Imports: Broad woven fabrics of one man-made fibre n.e.s., 
sec. 375-998 
Tariff Items: 56205-1, 56225-1, 56300-1 and 56705-1 
Duty as 
Zor 
Unit Dutiable Duty Dutiable 
(ear Total Imports Value Value Collected Value 
cee $ $/1b. $ $ 
(000) (000) (000) (000) 
Total 
1964 hey, ONies 3.78 25 04/, iis 30.5 
1965 Uawdk Leeds ie p 4,058 Lyesy 3053 
1966 5 a ly, 300 2.66 aE Bis 428 Deke: 
1967 682 1,963 PoPia}s) ioe 661 Shiat 
1968 029 eagieal ee, eaten 878 Ded 
France 
1964, DD oe Dee B38 106 32.0 
1965 ve 648 Ooo 647 204 SRLS 
1966 3 17 5.32 7 6 33.4 
1967 4 18 WeS5 18 6 bers) 
1968 Mn A 4.80 Ai 6 Cyers 
Germany, West 
1964 63 34h Detty 343 oo Lae 
1965 61 377 6.18 373 62 16.5 
1966 are yale De oe fale 18 elec 
1967 ae 74 DaGk 69 ra Se 
1968 28 ee 4.O4 LE af 32 on 
oweden 
1964 oe 180 pee. 180 65 36.0 
1965 Pik 196 342 196 69 9D 
1966 64 200 Sale 200 te Siecle 
1967 96 Sy ores! Ba. 18 Slorgt 
1968 eal 450 Sire 450 Loe bere 
Japan 
1964, Ly, 346 Pe Be 126 36.8 
1965 219 594 Pail 59 218 36.6 
1966 ey LOL PES LoL eh fa beg 
1967 136 B31 eeHd Bedi Cains eeirg! 
1968 307 7h6 Ze 71.6 268 36.0 


fe) 


Table 6 
(Cont'd) 
Duty as 
% of 
Unit Dutiable Duty Dutiable 
Year Total Imports Value Value Collected Value 
lb. $ $/1b. $ $ 
(000) (000 ) (000 ) (000) 
United States 
1964 615 eee 3.69 206 709 Seek 
1965 520 2,031 Ske ok 622 Shah 
1966 345 818 Zu. 809 bu Grane 
1967 349 oF 25:95 981 03) 34.1 
1968 h12 782 £690 {Ay 292 B has 


(a) Prior to 1964 was included in s.c. 3229 and 3372 
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Table 7 


Imports: Polyester-cotton broad woven fabrics n.e.s., s.c. 377-7568) 


Tariff Items: 


Year 


1965 
1966 
1967 
1968 
1969 


Ge 
1966 
1967 
1968 
1969 


1965 
1966 
LoS / 
1968 


Total Imports 


1b. 
(000) 


20149 
2.638 
3,151 
6, 8h0 


43 
FO8 
969 
Peps 


1,665 
i713 
2,097 
4,165 


$ 
(000) 


Oy Nb 
one 
6,148 
Depild 


695 
1,596 
1607 
L327 


3,636 
3, 541 
1,267 
Brea 


Unit 
Value 
$/1b. 


08 
«98 
29) 
» 86 


PRED 


1.60 
a a 
Me es 
106 


56205-1 and 56225-1 


Dutiable 
Value 


(000) 
TOUR. 


3,876 
5212 
6,148 
Cart l 


Japan 


695 
1,596 
667 
h 327 


United States 


ele 


3,115 
3,541 
1, 267 
SA Oe, 


(a) Prior to 1965 included in s.c. 377-79 


Duty 
Collected 


(000) 


1,460 
2,060 
PAV iste 
4,963 


ra 
659 
689 
1,741 


1,146 
1,374 
1,691 
3,166 


Duty as % 
of Dutiable 


Value 


W 
\O 
Oownn7n 


> 
tA 
MOWW 


Me Table 8 


Imports: Rayon-polyester broad woven fabrics n.e.s., S.C. 377-6562) 
Tariff Items: 56205-1 and 56225-1 


Duty as % 
Unit Dutiable Duty of Dutiable 
Year Total Import Value Value Collected Value. 
ote orts ae omer Te 
(000) (000) (000) (000) 
Total 
1965 358 920 Peg) 920 339 36.8 
1966 576 oe ae As Deore? 502 Bat 
1967 a7 Lue DRITS Pues 523 36.6 
1968 93h Par sy eal EPR y 791 Biers) 
Japan 
1965 115 2 2.36 Ae. 104 BIAS, 
1966 242 4,70 L95 Ls 187 Be, 
1967 14h 369 ay, 369 153 ely 
1968 269 587 Le 587 219 Oe 
United States 
1965 23k 614 2,02 614 225 36.7 
1966 307 778 2094 (MGS 286 36.8 
1967 340 960 eee 960 350 36.5 
1968 596 1,45 ere fai ok ELD Day, 3655 


(a) Prior to 1965 included in s.c. 377-69 


Table 9 


Imports: Rayon mixture broad woven fabrics n.6,8.,48.C. 377-6962) 


Tariff Items: 


Year 


(a) Prior to 1964 included in s.c. 3229 and 3372 


WoOtaL. Imports 
$ 


2,334 


(000) 


16,479 
16, 811 
16, 670 
9,190 
8,682 


56205-1 and 56225=1 


Unit Dutiable 
Value Value 
$ 
$/1b (000) 
Total 
195 town 
ML Se Teneo 
1.91 16,666 
1.75 9,182 
1.93 8,673 
Italy 
tk toys OSL 
LD V6304k 
oy hs: toes 
Gaye h he 
iia ng] 8L7 
Japan 
ib) apy, 
O87 
bebe bu 7 
ec iy 667 
aye i688 


United States 


12, 562 
ike Bn 
12,259 
5,436 
1, 869 


Duty 


$ 
(000) 


6,327 
6,555 
6,477 
3/686 
Be263 


458 
576 
Poe 
420 
oh 


490 
473 
720 
ree 
663 


1. 888 
Doe) 
Hei 
2,139 
a poll, 


Duty as % 
of Dutiable 


__ Value _ 


at 


Table 10 


Imports: Shirts, synthetic fibres, except knitted s.c. 793-1264) 
Tariff Item: 56300-1 


Duty as % 
Unit Dutiable Duty of Dutiable 
Year Total imports Value Value Collected Value 
No. § § $ $ 
(000) (000) (000) (000) 
Total 
1961 teas Tee ALL@ ew a BO 2 
1962 ae nore 269 Me, O82 355 32 
1963 ye 867 Pi is 867 ZD3 EAS pe 
1964, ey Hite SE aie ee bid Pf 
1965 1,962 ig beuik sel 1 5S. 29 Bla 
1966 2,865 2,496 Bow 2,496 687 Zi) 
1967 6,425 5,245 « 82 5,245 1,420 27 Th 
1968 11,864 9,817 BSE Of o> Paae es apne 
Hong Kong 
1961 98 63 64 63 17 Aiee 
1962 99 68 68 68 2h S562 
1963 256 LS .50 nS Ad 28.9 
1964 933 683 Aa ie) 683 185 aed egl 
1965 (ee, Do? oft oe) Au) hes 
1966 995 823 763 823 226 PA ry I 
1967 3,044 Pay 4 Bs Pe eee Ol 620 EM te) 
1968 Lo? 1,586 Lag UN etsts' 42h 20.7 
Japan 
1961 1,615 a Oee 63 eee 281 aS oe 
1962 de 379 869 63 869 286 32,9 
1963 872 610 sh 610 io 250 i 
1964 410 530 Sl 350 89 ote 
1965 654 541 .83 SAL 146 26.9 
1966 1,056 988 Senn 988 270 OF ok 
1967 279 ales 91 1168 316 oF 2 
1968 2, 361. 2,410 96 Peto 609 20.1 
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Table 10 
(Cont'd) 
Duty as % 
Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 
No. $ $ $ $ 
(000) (000) (000) (000) 
Taiwan 
1961 26 8 Pe id 8 2 Zed 
1962 38 16 pte 16 h Pad ar 
1963 30 Lo eoU 15 4 29.5 
1964 lar 413 Pots! 413 saalee Zoe 
1965 359 191 Ne 191 52 2 Ree 
1966 608 318 oe 318 87 Py eh 
1967 1,465 OLE 269 1, O14 eid 26.8 
1968 be Fart eS 605 FAG eG. 736 2018 
Korea 
1961-65 - - _ - - - 
1966 29 oe So 22 via LO 
1967 452 syal soe 371. 101 2 (ee 
1968 ise Ne Pou LI i oan 26.8 
United States 
1961 14 473 tin tang 48 veld 
1962 42 121 2.89 Liege 39 320 a 
1963 33 80 2.46 80 23 28.9 
1964 80 3.0 1.63 0 35 PE ES 
1965 95 212 Rane Zi2 58 Ph ied oh 
1966 1s | ar Se 27% 82 Pd eae 
1967 104 280 ee 10 280 77 ove 
1968 164 463 Zig, 463 124 26.9 


(a) Prior to 1964 was s.c. 3925 


ies 


Table 11 
Imports: Shirts, except knitted n.e.s., s.c. 783-4362 
Tariff Items: 53305-1, 54305-1 and 55303-1 
Duty as % 
Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 
No, $ $ § § 
(000) (000) (000) (000) 
Total 
1961 15 52 4.30 ee 14 26.8 
1962 24 62 2.63 62 21 Gee 
1963 9 35 3.88 35 10 eee 
1964 20 76 3,86 76 PRR ET Ga 
1965 57 140 ay 140 Sie 26.8 
1966 7h 189 Zoo 189 SL 26.8 
1967 339 416 lees LUG... 105 252 
1968 15145 ders «90 1563 361 ELE, 
United Kingdom 
1961 2 10 Seis ate 2 2220 
1962 1 7 ey Ee) t 3 pap ay 8 
1963 os # fhe 7 if ve FAS i 
1964 ale 3) 6.92 8 2 eee 
1965 2 10 6320 10 2 Ze] 
1966 3 19 Da L9 4 Pp ae 
1967 3 Lz 6.66 iy 4 eae 
1968 1 8 6823 8 2 22.2 
France 
1961 * al » 3,85 a 276 
1962 * * 3.56 * See 
1963 * b et 1 28.8 
1964 % % 36.50 % * Pa ey! 
1965 = = & eS ip 
1966 * x 6.33 * * Diye 
1967 af 6 Pe 6 2 26.4 
1968 % 1 2.89 ue % ake? 
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Table Lh 

(Cont'd) 

Duty as % 

Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 

No. $ 
(000) (000) (000) (000) 
Treland 
1961 alk On 55 i € Pa ea es. 
1962 2 omni 2 i Sete Al 
1963 Ue 9.05 EL * 24.2 
1964 2 Oo3 2 x Pepe 
1965 2 LOmDu: 2 * AA 
1966 2 8.24 2 It 2k 
1967 * S: LOS8A 5 i 22 
1968 ah 5 fA 5 1 PPh 
Italy 
1961 2 Hg eps 14 4 29.9 
1962 ak 1G TES OP: LO S 34.6 
1963 i u eet 7 2 29.4 
1964, 3 26 {Sem 26 8 Bae) 
1965 ele 10 9.0L HG 3 PAE 
1966 el 10 Oeh5 10 3 30,0 
1967 a) 5 6.95 5 a 28.0 
1968 2 ey a % 28.9 
Switzerland 
1961 % % 5 33 % x ee LT 
1962 % uk 6405 if! * See 
1963 % % eqs * % 275 
1964 % * aan * * 27th 
1965 ie 5 6.39 D ih Etta? 
1966 % 2 6,28 2 iN Alef 
1967 * 3 6.06 $ ul, Zee 
1968 af 5) 4.78 5) ei) Ae 
Japan 

1961 Z 6 226 6 alk lee, 
1962 2 5 363 3 LE 28.4 
1963 uk ul pe al *% Pale) 
1964, 4 2 PANN) 7 2 26,6 
1965 SH 7h PS cs 20 alee 
1966 al 85 els 85 Pe 26.9 
1967 233 24h 5 2hh 62 ane 


1968 881 855 aA Sao 207 ees 
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Table 11 

(Cont'd) 

Duty as % 

Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 
No. $ § 
(000) (000) (000) (000) 
Hong Kong 
1961 = 2 ~- - - ~ 
1962 cil 18 1.60 18 . Bes 
1963 % % 8.08 % % 29.9 
1964 6 aay ZL 1h ps Ze 
1965 3 4 Fargo 7 2 2543 
1966 > 23 159 25 i] 28.6 
1967 85 90 1506 90 Ze 24.7 
1968 76 560 “i, 560 136 2h 
United States 

1961 8 19 2.34 19 5 27.5 
1962 8 RM 2600 Pall 6 Bio 
1963 6 18 2 , 18 5 28.4 
1964 > dey Bop aly, 4 Pass, 
1965 6 20 SPECS: 20 5 267 
1966 uel Al 3,65 bk deh 26.2 
1967 Gg oe piewenl Be 8 2, 
1968 26 62 2,30 62 as 24.9 


(a) Beginning in 1969 included in s.c. 783-44 and 783-47; 
prior to 1964 s.c. 3926 


Imports: Shorts, outerwear, except knitted s.c. 7¢3-51(4) 


Tariff Items: 


Year 


Total Imports 
N § 


O. 
(000) (000) 


1,042 4,87 
Ah 545 

vid Saag. 
1,274 749 
1,631 Seed 000 
Doe Coy 


674 Poll 
860 331 
610 293 
563 285 
883 491 
708 403 
seh 64k 
Th2 520 
266 125 
167 85 
en 56 
381 237 
316 a 
329 190 
1,56 345 
661 599 
ab. 14 
38 10 
ales 38 
99 39 
yan 32 
48 23 
oie wie 
530 228 
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Unit Dutiable 


52305-1, 54305-1 and 56300-1 


Value Value 
(000) 
Total 

SEY 487 
48 545 
23 eile 
Pio te) 7h9 
emt SOO) 
Ais ly 857 
64 1,489 
65 ra eal 
Hong Kong 

rosy) 261 
og Bo 
eles eae 
Mp 285 
«56 491 
so 403 
ee) 644 
dO 520 

Japan 
eed LZ5 
en 85 
vite) 56 
xGnd ely 
a0 eel. 
58 10 
Asis: 345 
Gop hee 
Taiwan 

e20 14 
pede 10 
bee 38 
He oy) 
Me) 32 
48 23 
rou (3) 
tHe 228 


Duty 
Collected 


(000) 


Table 12 


Duty as % 
of Dutiable 
Value 
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Table 12 

(Cont 'd) 

Duty as % 

Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 
No. $ $ $ 
(000) (000) (000) (000) 
Korea 
1961-62 - - - = - = 
1963 76 Bes Al ae Li Eerie 
1964 Sh 28 ae 28 7 3340 
1965 LG | 45 nets 45 ne Bien 
1966 412 15% ATE his 4g eyes 
1967 483 teas pat Ly 5O P55 es 
1968 81h 3o3 48 Oe ou) Bley 
United States 

1961 oe 64, Lao) 64 ile 2 get 
1962 h9 81 1.65 81 ae Le LAY) 
1963 30 62 2300 62 19 29.6 
1964 22 48 Zialy 48 3 Zoe. 
1965 53 88 1.68 88 23 25.6 
1966 nal o> Lo? 65 aig 26.0 
1967 153 160 eer 160 h2 260 
1968 108 Li? Lend dy 3) 2500 


(a) Prior to 1969 s.c. 783-46; prior to 1964 s.c. 3927 


8h 
Table 13 


Imports: ee ay, sets, women's and girls', except knitted s.c. 


783-95 
Tariff Items: 52305-1, 53305-1, 54305-1 and 56300-1 


Duty as % 


Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 
No. 
(000) (000) (000) (000) 
Total 
1961 886 920 1.04 920 236 2 5ey 
1962 710 872 BLAS: Oye 253 29.0 
1963 966 936 td 936 cd be Ayam 
1964 Doi, 660 gL AIMD) 660 168 Pas 5 
1965 778 Oe 3 hy 942 259 Paley © 
1966 bio Sip) Or aa dy LOL 279 Peis Yeo’ 
1967 O98 Des 5 Les ey) 348 Pes 
1968 Tepe 1,605 dea 1,665 411 ee 
United Kingdom 
1961 2 32 Mes SZ | EIS o 
1962 a 16 26.41 16 4 Lee 
1963 al 2h 16.07 2h 6 259 
1964 ii 23 £3200 23 5 21,6 
1965 ib 25 Sree y, 25 5 Ae 
1966 ik SiG) 22490 Bis 7 ahs 
1967 5 125 28253 125 28 yay fh 
1968 4 S77 SWE Als Ps 37 30 21.9 
France 
1961 a 35 Bio si a5 10 2f.0 
1962 a SB) SOFIE bp. ue Boe 
1963 1 43 Lower 43 a ogee 
1964 i a1 Be auk oe 10 Pete, 
1965 ld oak 33632 Sul 9 2740 
1966 1 54 bi age 5k ub, Pa eg ss 
1967 3 Aes Lee Wisi oY atee 
1968 2 120 50.90 120 ore 26.9 
Hong Kong 
1961 29 22 wD ye) 6 2 alt 
1962 19 43 ~89 43 ne papas! 
1963 lhe 143 aoe 143 43 es Ie 
1964 by 63 Lge 63 1y Pano 
1965 15 87 play, 87 23 26.9 
1966 295 243 82 243 61 2520 
1967 82 neal Lee 101 26 2OFG 
1968 104 Ls aac 8) 135 35 25.6 
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Table 13 
(Cont 'd) 
Duty as % 
Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 
No. $ $ § $ 
(000) (000) (000) (000) 
Japan 
1961 802 615 SL 615 156 Pao ts 
1962 649 561 .86 561 160 28.5 
1963 105 Dalai, Se pike 150 29.0 
1964 yao) 392 se, Doe 97 ead 
1965 TOD 604 80 604 150 24.8 
1966 621 L499 .80 LOS 1s 25.0 
1967 633 620 098 620 egy! 24.9 
1968 792 pe Hie is ioe Te? Pa. 
Taiwan 
1961 h a ae A % 250 
1962 2h S, AN) : 2 256 
1963 87 att 236 31 8 Cie 
1964 ‘ib 1 765 al * ele 
1965 as 47 Fis NG, 47 i 26.4 
1966 174 8h 48 8h ee 29 
1967 316 148 ear 148 38 eae 
1968 Se Neg) 46 LEO 43 Ae 
Chinese People's Republic 
1961-64 - - ~ - ~ 
1965 " ac ores, i etek 
1966 Abe 17 1 he Ns L Zia 7 
1967 30 47 Leo 47 le Zine 
1968 57 108 1.90 108 26 PLO) 
United States 
1961 47 E79 a Oh. 179 47 2085 
1962 h2 70 LOL 170 50 29,5 
1963 28 128 4.63 128 39 30.5 
1964 18 96 ek 96 26 26.5 
1965 20 89 4.59 89 2h 26.6 
1966 28 2 4238 IAL ae 20.2 
1967 19 OL 5.30 ANG AN Pag 26.6 
1968 25 108 4.66 108 28 26% 


(a) Prior to 1964 was s.c. 3930 
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Table 14 
Imports: Outerwear, except knitted, n.e.s., s.c. 783- (a) 
Tariff Items: 52305-1, 53305-1, 56300-1 and 61905-1 
Duty as % 
Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 
No. $ $ $ $ 
(000). ¢ (000) (000) (000) 

Total 
1961 Dy tie (eRe o> Digi eee: 696 2 ue 
1962 212i pes nO 1.05 2,446 738 202 
1963 L952 eetee Ll 22T16 578 2 hee 
1964 22070 2,194 1.06 2,190 Die di ele hgh 
1965 B.163 (2.537 Lea? 25530 653 25.8 
1966 285 ube ere Bley Nev 878 Pde 
1967 35105. 3 59R7 ary SLL 1,001 rae ee 
1968 B92 ty ooyoeS 1.05 35506 883 PL: 

China, Communist 

1961 tip F016, * 3020 
1962 1 6.86 1 Son 
1963 a 2 250 2 xh Pe th 
1964 6h, ie 1.8 ee 19 Pde yl 
1965 155 29 Lv6L 249 61 dos. 
1966 4.60 837 1.82 8377 205 Pl feds: 
1967 675 1, 25h Lee I Eeasy 283 24.6 
1968 328 457 a oe | 110 Olea 

Japan 
1961 ie ylae Ly Lag 263 nie Hy 29k, 2566 
1962 Pg 936 on 936 Paris Be) 
1963 1,088 872 80 872 239 Ad of Fe 
1964 839 752 «90 102 192 PooD 
1965 8h2 Ct a 797 205 253 ¢ 
1966 85h 81.6 099 8.6 219 25.9 
1967 560 663 LFL9 663 Ly 2566 
1968 538 68h ieee 68h oe 25.0 

Taiwan 
1961 2 25 61 Els 6 Zee 
1962 2 i 33 _ aye 
1963 82 43 Ps 43 aul 26.5 
1964 Gl2 ee ad | 1s) Real 58 oe 1 
1965 367 Pa2 61 gue ey 25.6 
1966 670 B15 | sp lee 83 2652 
1967 770 Oh oh9 o th 99 26.5 
1968 AIOE): LA ee: AAD ES 2526 
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Table 14 
(Cont td) 
Duty as % 
Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 
No. $ $ $ $ rT ie ee 
(000) (000) (000) (000) 
Hong Kong 
1961 377 229 eke 229 SY Zoe 
1962 376 233 562 233 66 26h 
1963 31 256 eyo 258 73 28.2 
1964 417 204 hI 204 52 25.6 
1965 296 236 80 236 61 26, 
1966 543 1473 Atay 173 120 25 alt 
1967 639 4,82 ae 482 ibs 25.4 
1968 65h, see Ae)! DDD 140 25.2 
United States 
1961 oe 87h 1.64 87h 226 he ee] 
1962 55 769 ayes 768 223 2901 
1963 226 61 2 Ok L460 130 2O.e 
1964 208 472 PIP L471 120 2 eu 
1965 230 556 252 556 146 26.2 
1966 fa hae poy. 230 Doo 1h4 Poe tt 
1967 216 Dit Peo 576 52 26.4 
1968 418 654 156 654 169 ZDe9 


(a) Prior to 1967 included s.c. 783-09; "Bathrobes, Dressing Gowns 
and Housecoats"; prior to 1964 s.c. 3939 "Outerwear, except 


knitted, n.o.p." 
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Table 15 


(a) 


Imports: Overcoats and outdoor jackets, s.c. 783-1 


Tariff Items: 52305-1, 53305-1, 56300-1, 61120-1 and 61905-1 


Duty as % 
Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 
No. $ $ $ $ 
(000) (000) (000) (000) 
Topad 
1961 402 Be bs 6.30 As05e 64,0 AIS 5 
1962 318. 2,463 ee 2,463 jou 30.5 
1963 393, 2 26): Gaze 2,641 76 2520 
1964, ep oye ie 4.69 Bye pit 1 on ASey 6 
1965 15051” abs aro 2618 oe aly, Loy 2520 
1966 25085 5,598 2.68 5,598 1,455 26.0 
United Kingdom 
1961 Bal. 699 18.92 699 159 Part) 
1962 27 580 21.86 580 162 ra ee 
1963 23 497 Faget i) L197 125 Elo es 
1964 32 699 Poet 699 17 2a ss 
1965 33 fhe) 24.28 197 176 eek 
1966 31 786 2545) 786 170 Palpye 
Japan 
1961 A 665 2.09 665 NEAR eed 
1962 135 436 8222 136 12 Aa 
1963 120 298 Pops) tif 298 86 28.9 
1964 42h 710 pews fale) 183 elie) 
1965 Os eg ae ley Ms) gb eeS 508 26.4 
1966 deadly = Loy 123 a7 4.66 26.8 
United States 
1961 41 336 B22 336 89 26.5 
1962 39 36 8.8h 36 106 SOR7 
1963 LO 43h 10.88 43h Leah 2Get 
1964 6h 52h 8.19 sya Fak 26.9 
1965 115 622 5239 622 167 26.9 
1966 6h 598 9.36 598 162 AAAI 


(a) Prior to 1964 s.c. 3913, "Overcoats and windbreakers", Beginning 
in 1967 included in s.c. 783-17 and s.c. 783-18 
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Table 16 
Imports: Pants, ments and boyst n.e.s., s.c. 783-3562) 
Tariff Items: 54305-1 and 56300-1 
Duty as % 
Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 
No. § 
(000) (000) (000) (000) 
Total 
1961 ila, Hon ig ie 1,454 B90 Pa th 
1962 14372 Ab esis aaa y 1,598 by? 32.0 
1963 Iekow 1,615 ie 65 470 20ei 
1964 1,976 2150 1.09 2,160 58h 270 
1965 Poe Sho, Lu Boe Gee Pipa 
1966 ta eTh ee 1.90 Chal 1,006 Pisa 
1967 Beggth 6,789 alles a 6,789 1,808 26.6 
1968 b.0fae lo dese SS ie Secu PERE: 
Hong Kong 
1961 PPA. als} F 7/8) 154 42 | 27ue 
1962 200 180 ~90 180 65 3602 
1963 225 21 96 pl? 65 30.1 
1964 88 107 el nO 29 26.8 
1965 164 310 1.90 310 8h PML 
1966 407 129 1.96 199 21 el ea 
1967 1,843 3,140 eae 3,140 826 2643 
1968 3,226 5,168 60 5,168 JIGS ye ewes) 
Japan 
1961 1,053 1,130 L.0F 1.130 311 Rilied 
1962 1,146 207 1.13 1,297 408 31.5 
1963 979 1 108 ubaals 1,108 32h agen 
1964 1.006 Peis Vee 1 2hu 337 20,0 
1965 1,225 1567 es 13.567 426 Eee 
1966 907 ta aalih Tae ye eu, 330 ae 
1967 cpus Tyger eee Aiea Ah1 26.7 
1968 ies 2,012 Uae 2.012 52h oak 
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Table 16 
(Cont td) 
Duty as % 
Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 
No. § § § § 
(000) (000) (000) (000) 
Taiwan 
1961-2 - ~ ~ - ~ ~ 
1963 218 156 (4 156 he Aa 
1964 808 585 wie 5S oe PA ALD 
1965 491 3h .70 3h 93 274 
1966 119 81 .68 81 PP A Pele 
1967 273 168 sol! 168 45 Pde s'0) 
1968 905 1,090 TV aeO 1090 290 206 
United States 

1961 Be 21 Sale 121 33 pel eag ls 
1962 18 76 ise 76 2h Sd 
1963 ee 90 Lack 90 26 27.0 
1964 55 167 Bae 167 45 ay 
1965 338 boy Se L 1a bei) 299 Pad hs 
1966 387 1,456 3.76 1,456 393 27.0 
1967 a4 one rE ye 8 eS ieee, yay (ae 
1968 556 2G 4.28 2,379 635 26.7 


(a) Prior to 1964 was s.c. 3921, "Pants and breeches ments and boys? 
n.e.s. Effective Jan. 1969 part of s.c. 783-35 forms new class 
783-34, "Pants ments and boyst, polyester—cotton blend" 


Imports: 


Pants and slacks, woment 


on 


Table 17 


Ss, oatw and children's, 
_52(a) 


except knitted, s.c, 783 


Tariff Items: 


Year 


1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 


1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 


1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 


1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 


Total Imports 


O. 
(000) 


2, 2h5 
2,779 
e108 
1,794 
2,360 
2,252 
2,833 
pe ie 


911 
eee 
661 
eGOk 
ou 
84.7 
1,005 
16k 


1,102 
1,174 
1,074 
962 
eae 
994 
1324 
1,420 


78 
i2 
Ie 

50 

8h 
13 'f 

(és. 
213 


(000) 


1,769 
rey 
ee ae 
A Ales 
CEs fe 
2,225 
2,939 
ah ale 


528 
780 
407 
323 
372 
eeu 
76 
681 


7h 
845 
730 
800 
962 
bb, 
1,436 
1,906 


179 
192 
158 
ie 
£h8 
a07 
207 
350 


Unit Dutiable 


52305-1, 54305-1 and 56300-1 


Value Value 


(000) 
Total 

sted 1,769 
79 2,197 
apie 1,613 
96 TE aes 
Ae eae 
oa nye 
1,04 ee Bae 
1220 4 05h 

Hong Kong 
28 528 
63 780 
,02 L407 
Pog 323 
.68 D2 
66 DO 
oth 7h6 
89 681 

Japan 

.68 747 
nie 845 
68 730 
83 800 
98 962 
Fos) 944 
1.08 1,436 
Pou. 1,906 


United States 


W209 09 09400 HS po 
— 
WR) 


(a) Prior to 1964 s.c. 3931 


99 
192 
158 
ie 
248 
a ih 
207 
B20 


Duty 
Collected 


(000) 


Duty as % 
of Dutiable 
Value 


eds! 
3 
Al edi 
257 
une 
26.0 
2054 
eae ra 


aDel 
29.7 
28.0 
eae, 
Lied 
Pasa: 
202 
L£oeL 


Foe 
Barer 
27.5 
AD 
ae be) 
20,2 
208 
2654 


256 
oo cap 
B79 
26.0 
2569 
25.8 
25.8 
252 
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Imports: Blouses, except knitted _n.e.s., S.c. 783-1, (2) 


Tariff Items: 


Year 


1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 


1961 
1962 
1963 
1964 
1965 
1966 
wef 
1968 


1961 
1962 
1963 
1964, 
1965 
1966 
1967 
1968 


Total Imports 
No, $ 


(000) 


680 
515 
278 
126 
287 
752 
1,431 
2,798 


(000) 


Unit Dutiable 


54305-1, 55303-1 and 56300-1 


Value Value 


(000) 
LODaL 
Beye) 458 
059 Ae 
753 300 
ASS 482 
ALAe 678 
ag LO 
saps leeara a 
$3) Jara 
Hong Kong 
Aye Be 
eeu 14 
1.08 oes 
oe: ile 
250 287 
Aer 480 
0 964, 
48 903 
Japan 
«38 261 
ayn byes) 
aoe) LO7 
rO5 82 
OG 168 
hah 4,06 
pe 760 
ite Tiers) 


Duty 
Collected 


(000) 


Table 18 


Duty as % 
of Dutiable 


Value 


I) 
~ 
YUE WE YO oO 


Year 


1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 


Total Imports 
No, § 


(000) 


oe 
33 
47 
80 
83 
47 
Se 
gu 


(000) 


13° 

92 
Ala 
17> 
168 
102 
101 
100 


rE 


Table 18 
(Cont'd) 
Duty as % 
Unit Dutiable Duty of Dutiable 
Value Value Collected Value 
(000) (000) 
United States 
area's) 133 37 aie 
276 92 30 Bee 
2.46 Hoy pis) 29.8 
Pie P30) ibis) 48 al fae 
202 168 L6 Pay he Ti 
ny ls) 102 28 Pal lg i 
Seales: OL 28 Pay ag a 
ek 100 2) 26. 


(a) Prior to 1964 class s.c. 3912 


Imports: 


94. 


Table 19 


Dresses and jumpers, man-made fibres, except knitted 


lariat Loven: 


Year 


1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 


1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 


1961 
1962 
oe 
1964, 
1965 
1966 
1967 
1968 


1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 


No, 
(000) 


265 
206 
200 
194 
21.8 
ee bs, 
344 
473 


St] TE SO) KENTON ES ORES) 


PR 


56300-1 


Total Imports 
$ 


(000) 


Unit Dutiable 
Value Value 
$ $ 

(000) 
Total 
6.49 Lyte 
6.52 1,343 
Ton wp sss 
ee LL PDaD 
Sue 1,668 
ieee 1/09 
6.58 A, 205 
4.75 Behe 


United Kingdom 


hee 65 
Par cil 5h 
17.62 68 
Lege 8h 
LA ve 
15.05 104 
Lashes 218 
Lele 226 
Hong Kong 
oes 6 
Leese tine 
sly 24 26 
12.57 33 
9.66 104 
Wes 185 
4.86 ae 
aS bs. 223 
Japan 
8h 10 
80 Li 
2.80 37 
row 29 
odie 36 
97 79 
1.41 30 
aS 141 


Duty 


Collected 


(000) 


L67 
422 


Duty as % 
of Dutiable 
Value 


hw 
On 
Own MO.O Of ND 


fH 
e e Gaye e 
OHPOHPOOUWN 
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Table 19 
(Cont'd) 
Duty as % 
Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 
No, § TAPS arr ie ee 
(000) (000) (000) (000) 
United States 
1961 243 lien hs 6.24 ies HS 117 elie 
1962 170 J i3e beh Lye bey, SLk 
1963 15a 21 ee 7.25 a4 6 343 30.5 
1964, nS 1 i39 ae oy BH Pie ats 
1965 178 uO Peas 6.31 Tee 307 ORs pp in 
1966 153 OB / 6.44 987 eae ea ees 
1967 183 1 2oy 6.92 Te Ot B47 A [rout 
1968 136 bye cae Nel Ta 299 26.9 


(a) Prior to 1964 s.c. 3915 
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Table 20 


Imports: Dresses and jumpers, except knitted n.e.s. 793-258) 


Tariff Items: 53305-1, 54305-1 and 55303-1 


Duty as % 
Uri Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 
No. 
(000) (000) (000) (000) 
Totad. 
1961 132 rn 13243 tea Log Peek 
1962 ae 1p Se 13.67 ie le 496 326 
1963 jet NY 7 327 deg ‘Sak BO 
1964 60 Labo 20.94 Log By 27.6 
1965 57 1,326 23.29 1,326 364 27.5 
1966 88 1,193 13.60 1,193 325 27.5 
1967 nn | tele Lo eel Leek 500 A hel: 
1968 30 Teed EP hy Gilt eng 489 20ne 
United Kingdom 
1961 6 cisae 20.65 15M 30 XG Ps 
1962 ate Ly ne Reso Nh 1 / Lh eal | 
1963 6 05 16.53 105 26 24.6 
1964 3) 5: 17.86 igo 3h Ppapias 
1965 8 161 2O0roL 161 7 Fibaen a: 
1966 5) 128 25809 128 29 Zea 
1967 10 oS UW escadl 93 Ah 22.9 
1968 as} 219 te feo 219 48 a 
France 
1961 5 169 60 169 48 2005 
1962 3 158 54.63 158 £0) aD at 
1963 3 dive 49.84 ie 54 Sal 
1964 4 207 48.78 207 58 26,0 
1965 5 23k SOSH 234 65 28.0 
1966 5 266 48.58 266 7h 2769 
1967 10 15k isp 6 18) L5h 127 28.0 
1968 9 410 Fis IG L410 ee Zak 


ras 


Table 20 

(Cont'd) 

Duty as % 

Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value Collected Value 

No, $ $ $ $ 
(000) (000) (000) (000) 
Hong Kong 
1961 2 a0) 9.98 20 6 29.9 
1962 6 66 10.68 66 23 Boys! 
1963 9 108 BiB Ryags: 108 36 Sorel 
1964 10 FOL 9.63 HOT 29 eon 
1965 ii 96 ny (4 96 28 29.4 
1966 ate 159 ie Ae 159 45 28.6 
1967 1 179 Leo 179 pyll Pe AE 
1968 18 5.0 17 606 B10 85 276 
United States 

1961 102 Lyel9 BRS G | oe 36 2Geu 
1962 le 891 nea ag es 891 296 Bane 
1963 a 622 16.63 622 191 SO 
1964 Se 3B) Zone DDD UK 28.3 
1965 ey 569 20.96 569 160 id eel 
1966 55 368 6.91 368 LOL De 
1967 43 48h iO Leh 109 Pay ts 
1968 16 O7E 23.89 374 LOL Fg beh 9) 


(a) Prior to 1964 s.c. 3916 
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Table 21 
Imports: Skirts, except knitted, s.c. 783- (a) 
Tariff Items: 52305-1, 53305-1 and 56300-1 
Duty as % 
Unit Dutiable Duty of Dutiable 
Year Total Imports Value Value see et Value 
No. 
(000) (000) (000) (000) 
Total 
1961 416 527 iL eat Bey 138 26.3 
1962 382 Lg tee 479 Lu EROS, 
1963 62 203 9.229 203 Bo Ze 
1964 36 209 bstD 209 at 24.6 
1965 58 Aa3 3.99 B25 58 Fay Sl 
1966 8h an Sipe 29D 7h 2owd. 
1967 fats 28h Se 28h 70 24.8 
1968 96 O27 iatl Sier 8h 25.0 
United Kingdom 
1961 2 76 6.29 76 17 rap SoA 
1962 yy 79 6270 79 23 28.4 
1963 LO 69 6.69 69 16 23.9 
1964 12 90 feu 90 20 Pawn 
1965 10 86 6633 86 19 Lawl 
1966 abe. eke ‘Tee Li2 25 Zeek 
1967 1h beh, 8156 Lie 26 2204 
1968 18 123 6.86 123 a ao 
United States 
1961 58 72 2.99 172 6 2636 
1962 Lh 136 3607 136 Al Beeb 
1963 19 88 4.62 88 25 eoe5 
1964 1h fay 5.09 (23 19 26.6 
1965 14 6h, 4.61 6h, ER 26.9 
1966 af 106 3.93 106 28 2a0 
1967 20 fe Sy ih te 20 26.8 
1968 19 719 42h 19 21 26.4 


(a) Prior to 1964 was s.c. 3928; prior to 1961 included in various 
statistical classes 


Imports: 


jamas 


Sleepwear 
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vee 781-926) 


Tariff Items: 52305-1, 56300-1 and 56805-1 


Year 


1967 
1968 


1967 
1968 


1967 
1968 


1967 
1968 


1967 
1968 


1967 
1968 


(a) Prior to 1967 included in s.c. 781-99, 


Total Imports 
No, $ 


(000) (000) 
Ly13 2,864 
leet y 3320 
905 67h, 
Lovey 898 
56 429 
391 309 
wis 341 
63 L6 
1,652 926 
2,430 1,369 
iis. 87 

50 125 


Unit Dutiable 
Value Value 
$ 
(000) 
Tota. 
.59 Piste 
69 OL oLe 
Hong Kong 
ey 67h 
ads 898 


China, Communist 


79 429 
ai a 309 


Japan 


sere 341 
73 16 


Taiwan 
Mle 926 
Asie 1, 369 
United States 


le Pe) 87 
Sen Leo 


Duty 


Collected 


$ 
(000) 


72h 
832 


70 
Bey 


shove: 
© 


85 
atk 


PEN) 
Bhd 


25 
36 


Table 22 


Duty as % 
of Dutiable 
Value 


"Sleepwear n.e.s." 


100 


APPENDIX IT 


TARIFF HISTORY 


OL 


TARIFF HISTORY 


Tariff Item 56205-1, formerly 562a (1) 


Woven fabrics, wholly or in part of man-made fibres or filaments 
or of glass fibres or filaments, not containing wool or hair, 
not including fabrics more than fifty per cent, by weight, of 
silk: 


56205-1 Exceeding twelve inches in width 


Woven fabrics containing five per cent or less, by weight, of 
man-made fibres or filaments or of glass fibres or filaments 
shall not be dutiable under items 56205-1 and 56206-1 but shall 
be dutiable as though composed wholly of the remaining constit- 


uents. 

Bees Moran General 

June 4, 1969 225 P.C. Pope es Ns A alae 
and, per pound 15 cts. HO cts, 

January 1, 1969 224 p.c. 28 p.c. LSepec. 
and, per pound Le vcts. 40 cts. 

January 1, 1968 22% p.c. PLN epee LoD. e. 
and, per pound 19cts. LO cts. 

June 21, 1961 224 p.c. BO pic. NSS ales 
and, per pound 20 Cts, LO cts. 


Prior to June 21, 1961, item 562a did not make separate pro- 
vision for fabrics exceeding twelve inches in width. 


562a: 


Woven fabrics, wholly or in part of man-made fibres or filaments 
or of glass fibres or filaments, not containing wool or hair, 
not including fabrics more than fifty per cent, by weight, of 
adics 


Woven fabrics containing five per cent or less, by weight, of 
man-made fibres or filaments or of glass fibres or filaments 
shall not be dutiable under this item but shall be dutiable as 
though composed wholly of the remaining constituents. 


Dees M.F.N. General 
April 1, 1960 224 p.c. BOrmac. Lose. 
and, per pound ZO cts. LOU cts, 


Prior to April 1, 1960, with the exception of certain fabrics 
used in the manufacture of scarves or mufflers, the goods classified 
in tariff item 562a were dutiable under Tariff Item 561. 


102 


ier 


Woven fabrics wholly or in part of synthetic textile fibres or 
filaments, not containing wool, not including fabrics in chief 
part by weight of silk, n.o.p. 


Woven fabrics containing five per cent or less, by weight, of 
synthetic textile fibres or filaments are not dutiable under 
this item, but are dutiable as though such fabrics were composed 
only of the remaining constituents. 


By. MP SN. General 
npr Le oe 275 pic. LOrmD yes KD pC. 
and, per pound HO ects, LO cts. 
June 6, 1951 GATT PA Oa 
and, per pound B0 cts, 
January 1, 1948 GATT 224 p.c. 


The change effective April 7, 1954 involved a minor revision of 
the wording of the second paragraph of the item; the statutory 
rates were unchanged from those in effect from February 26, 


19315 


The earlier history of this item can be found on page 249 of the 
volume entitled "Silk and Man-Made Fibres, and Products", of the 
Tariff Board's report on Reference No. 125 (Textiles). 
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The Honourable 
The Minister of Finance 
Ottawa. 


Dear Mr. Minister: 


I refer to your letter dated July 3, 
1969, in which you directed the Tariff Board 
to make a study of the impact of imports of 
knitted outer garments normally described as 
sweaters, cardigans or pullovers, on the 
Canadian producers of these garments and on 
producers of other related products which, in 
the opinion of the Board, are affected by these 
imports. 


In conformity with Section 4(2) of the 
Tariff Board Act, I have the honour to transmit 
the Report of the Board entitled "Knitted Outer 
Garments", in English and in French. A copy of 
the transcript of the proceedings at the public 
hearings accompanies the Report. 


Yours farvhiully, 


Chairman 


Explanation of Symbols Used 


Denotes zero or none reported 
Indicates that figures are not available 


In statistical tables, indicates a reported 
figure which disappears on rounding, or is 
negligible 


A small letter in brackets denotes a footnote 
to a table 


Denotes a Dominion Bureau of Statistics import 
or export statistical class 


Denotes volume and page of the transcript of 
proceedings at the public hearing unless the 
context clearly indicates another cited reference 


The sum of the figures in a table may differ from 
the total, owing to rounding 
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ame Tariff History IIT-1 


LETTER OF REFERENCE 


Ottawa, July 3, 1969. 


Mr. L.C. Audette 
Chairman 

The Tariff Board 
Ottawa. 


Dear Mr. Audette: 


I have received representations to the effect 
that certain types of knitted outer garments normally 
described as sweaters, cardigans or pullovers, are being 
imported into Canada in such increased quantities and under 
such conditions as to cause or threaten serious injury to 
Canadian producers. These garments are imported under 
tariff items 56805-1 and 56810-1. 


In considering these representations the Govern- 
ment will wish to have in its possession the most complete 
information which can be obtained regarding the production, 
consumption, marketing, imports and exports of these products. 


I, therefore, direct the Tariff Board to make a 
study under Section 4(2) of the Tariff Board Act of the impact 
of imports of knitted outer garments of these types on the 
Canadian producers of these garments and on producers of other 
related products which, in the opinion of the Board, are 
affected by these imports. © 


The term "other related products" would, of course, 
encompass, in addition to goods which form the materials used 
in the manufacture of knitted outer garments, e.g. fibres and 
yarns, those types of garments which, while not specifically 
classifiable as sweaters, cardigans or pullovers, form, in 
the opinion of the Board, an integral part of the operations 
of Canadian producers of those products. 


I would ask the Board to submit a report on its 
study as soon as possible. 


Yours sincerely, 


E.J. BENSON 


Companies and Agencies Which Made Representations 


A public hearing was held at Ottawa on February 2 
and.3, 197/06. 


Representations were received from the following: 


Knitters Association of Canada Ottawa, Ontario 
* Standard Kiiciwine Co. (1967) Ltd. Winnipeg, Manitoba 
Man-Made Textiles Association Ottawa, Ontario 


The Canadian Chemical Producers'* 


Association Montreal, Quebec 
Group of Ten Importers Ottawa, Ontario 
* White Stag of Canada Edmonton, Alberta 


British Hosiery & Knitwear Export 
Group Toronto, Ontario 


* The Japan Textile Products Exporters? 
Association Ottawa, Ontario 


International Ladies' Garment 
Workers! Union Montreal, Quebec 


* Not represented at the hearing 
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INTRODUCTION 


In his letter, the Minister instructed the Tariff Board to 
make a study of the impact of imports of knitted outer garments, 
normally described as sweaters, cardigans and pullovers, on the Cana- 
dian producers of these garments and on producers of other related 
products which are affected by these imports. With respect to "other 
related products", the Minister's letter states "The term 'tother 
related products' would, of course, encompass, in addition to goods 
which form the materials used in the manufacture of knitted outer 
garments, e.g. fibres and yarns, those types of garments which, while 
not specifically classifiable as sweaters, cardigans or pullovers, 
form, in the opinion of the Board, an integral part of the operations 
of Canadian producers of these products", 


In this report, the word "sweaters" is used to include 
cardigans, pullovers and similar garments. Also, whenever reference 
is made to "ments", "woments" or "children's" sweaters, the terms are 
intended to refer to "men's and boys'", "women's and girlst" and 
"children's and infantst" sweaters, respectively. 


The sweaters which were referred to the Board for study are 
classified under tariff items 56805-1 and 56810-1. 


Item Bai. MVP ON. Gen. 


56805-1 Knitted garments, knitted fabrics 
end, mated Moots anivo. ps 141+. 5 ole) pat. 27 epee 55e pc. 


56810=1 Knitted garments, women's and 
giris', wholly or in chief part 
by weight of wool or hair, 
valued at not less than $9.00 
Permapourcts See ate ees wer ktes s 20rphe uk 7S pet) 55" pec. 


Of course, the scope of both items extends beyond the sweaters 
which are the main subject of this Report. During the course of the 
public hearing on Reference 145 most representations were concerned with 
imports of sweaters of man-made fibre yarns, which are classified under 
tariff item 56805-1. 


The fibres and yarns used in the manufacture of sweaters and 
similar knitted goods are classified in several tariff items; some of 
the more relevant of these are presented below in summary form. 


Tariff Item and Brief Description Delis M.F.N. 
Fibres 
53005-1 Wool and wool noils, not further prepared 

than scoured or carbonized Free Free 


53005-2 Australian Trade Agreement 
Wool, not. further prepared 
Tiare) PSE COUTEC Bt, Ststaie. «io s5s diel Hatels« BE LES 
Union of South Africa Trade 
PeCSeMenitievenstts akelerie ie s’Siele ete e¥aes Eee 
New Zealand Trade Agreement ........ Free 


ee 


Bike MiESN: 
53010-1 Slivers, wholly or in part of wool, not 
containing man-made fibres ... per pound Free 5Syets. 
56005-1 Man-made fibres Sapsc L@ensc. 
Yarns 
53110-1 Wool yarns Vetyec, belOin se. 
and, per pound ‘PECtSs 10 cts. 
56105-1 Yarns of man-made fibres or filaments, 
not coloured CO. Po. LAC e 
and, per pound 10 cts. 
56110-1 Yarns of man-made fibres or filaments, 
coloured 224 p.c. 10 p.c. 
and, per pound LOE cus. 


Representations were made to the Board by Canadian knitters 
of sweaters and by Canadian producers of the relevant fibres and yarns 
claiming that the rapid increase of imports of sweaters, since 1965, 
had resulted in considerable injury to Canadian knitters of sweaters 
and had, therefore, also affected sales of Canadian-produced yarns to 
these knitters. The spokesmen for these Canadian manufacturers said 
there was a serious danger of the Canadian market for sweaters being 
largely, or even entirely, lost to foreign producers. The manufactur- 
ers of fibres and yarns said the decline in production of Canadian- 
made sweaters had resulted in a serious reduction in their sales for 
that purpose. 


These claims were denied by several Canadian importers of 
sweaters who said that Canadian sweaters were protected by some of the 
highest rates of duty in the Customs Tariff and that increased imports 
reflected changes in Canadian consumers’ preferences. They claimed 
that Canadian manufacturers had not suffered any injury from imports 
whereas Canadian consumers had benefited from the availability of 
lower cost goods. 


The brief of the Japan Textile Products Exporterst Associa- 
tion also drew attention to the high rates of duty which apply to 
sweaters and claimed that any decrease in shipments by Canadian knit- 
ters was attributable to the rationalization of the knitting industry, 
as a whole. The brief noted that the Japanese share of Canada's 
imports of sweaters was small and that, in effect, Japan was competing 
with other foreign suppliers rather than with Canadian producers. The 
Association also noted that Japanese knitted wear exports to Canada, 
including man-made fibre sweaters, had been subject, since 1960, to 
certain limits agreed to by the Governments of Canada and Japan. 


The British Hosiery & Knitwear Export Group submitted that a 
large part of British exports of sweaters to Canada were not competi- 
tive with Canadian-made sweaters. They said British exports were 
mainly of relatively high-priced, specialty, woollen sweaters and that 
a substantial proportion of these were re-sold to U.S. tourists. Their 
brief noted that the largest increase in imports was of man-made fibre 


i 


sweaters originating in Asia and that imports from Britain had actu- 
ally declined slightly since 1965. 


The Products 


The knitting machines used by Canadian manufacturers of 
sweaters can produce a wide range of products, including pullovers, 
cardigans, dresses and similar garments as well as knitted fabrics. 
The garments may be made by first producing a knitted fabric which is 
then cut to a pattern and sewn together as is done with garments made 
from woven fabrics. In contrast, the principal parts of the garment, 
for example, body and sleeves, may be knitted as separate, shaped 
units, and then joined together on specially designed machines by a 
process known as looping. The former garments are said to be "cut-— 
—and-sewn" and the latter, "full-—fashioned". 


Apart from other differences, it was estimated that sweaters 
made by the cut-and-sew method involved an average waste of 25 per 
cent of the yarm used, whereas in the full-fashioned method of con- 
struction the wastage factor was only five per cent. (Vol. 1, p. 72) 
Canadian sweater knitters estimated that only 10 to 15 per cent of the 
Canadian+made sweaters were of full-fashioned construction. (Vol. 1, 
pe oS. 165) 


Canadian knitters use a large variety of yarns of natural 
and man-made fibres and blends of various sorts. More than one-half 
of the sweaters made in Canada, are of acrylic yarns, 22 per cent are 
of stretch and textured filament yarns and 17 per cent of woollen 
yarns. Essentially the same processes of manufacture are involved 
regardless of the kind of yarn used. 


The Statistics 


The principal products of sweater knitters are pullovers 
and cardigans. However, although certain knitted garments are clearly 
pullover or cardigan sweaters, others are more difficult to classify. 
For example, names such as T-shirts, jerseys, shells and blouses are 
often used to describe garments which are sweaters. Although there 
appears to be loose usage in describing some of the domestically- 
produced garments which might be defined as sweaters, this was not 
considered to be a serious matter for purposes of this Reference by 
the spokesmen for the Canadian sweater knitters. (Vol. Ug nel 6) 


However, the classification of sweaters in the import data 
was questioned by the spokesmen for a group of importers. They 
claimed that imports from the People's Republic of China, for 1969, 
were greatly overstated and that reported imports of sweaters from 
Japan were actually largely of cut-and-sewn T-Shirts which Japanese 
exporters often describe as pullovers and which are, therefore, 
classified by the DBS as sweaters. (Vol. 1, p. 151, 155) On the 
other hand, the spokesman for the Canadian sweater knitters informed 
the Board that the knitters had included imports of blouses as 
sweaters because, otherwise, imports of many knitted shells and tops, 
which the industry regards as sweaters, would have been omitted from 
their tabulations. (Vol. 1, p. 84) 
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The Board is aware of many of the problems of classification 
of imports of knitted goods in the import statistics. At times 
sweaters are improperly classified as T-shirts or other garments and 
at other times garments are classified as sweaters which would be 
more correctly described otherwise. However, the information avail- 
able to the Board indicates that, although the import data are not 
precise, they are sufficiently accurate to establish the general 
orders of magnitude relevant to this Report. 


In the market tables which are presented in the following, 
imported and domestic sweaters are combined. When the data are pre- 
sented in value terms, a problem arises because, in the published 
statistics, Canadian sweaters are valued at their wholesale selling 
price f.o.b. the factory, whereas imports are valued at their value 
for duty, that is, their fair market value in the country, of.origin. 
On the basis of what the Board was told at the public hearing and its 
own inquiries, it would seem that the value of imports, as reported 
in the published statistics, should be increased by as much as 70 per 
cent in order to arrive at a value comparable to the wholesale value 
of domestic shipments; the markup from the duty-paid value to this 
calculated wholesale value is 32 per cent. In the following, then, 
the value. of imports is given in terms of the estimated wholesale 
value, calculated by adding 32 per cent to the actual, duty-paid value, 
unless specified otherwise; a detailed calculation showing how these 
percentages were obtained is given in Appendix II. 


In the section in this report pertaining to the retail 
market, the retail value was estimated by adding a 75 per cent markup 
to the wholesale value. The Board was informed that the usual markup 
was about 100 per cent on the wholesale value, however this markup 
would generally apply at the beginning of a season, when style, color 
and size ranges were fairly complete; the lower figure of 75 per cent, 
used here, takes some account of sales and clearances. 
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THE CANADIAN MARKET FOR SWEATERS 
The Size of the Market 


From the following table it appears that Canadian consump- 
tion of sweaters increased substantially during the 1950's and even 
more during the 1960's. In the early 1950's Canadians purchased about 
one million dozen sweaters annually; by 1961 consumption was 1.5 
million dozen. In the eight years, 1961-69, the market expanded more 
rapidly and sales increased to about 2.8 million dozen in 1968 and 
1969. Thus, in terms of volume, the market for sweaters increased by 
approximately 50 per cent between 1951 and 1961 and by more than 75 
per cent between 1961 and 1969. 


Table 1: The Canadian Market for Sweaters, Selected Years 


1951-69 


Apparent % Ships. 
Shipments Imports (2) Exports Market of Mkt. 

- thousand dozen - per cent 
1951 957 g2(b) ba 1,039 eal 
1956 1,188 102(b) at 1,290 opal 
1961 1,419 125 5 1,540 Ope 
1964 1,584 1286 5 1,764, 89.8 
1967 1702 641 15 2,329 ricer! 
1968 1, 816 1,034 17) 2, 839 64.0 
1969 1, 56a6°) 1,205 20 2,753 57.0 

- million dollars - 

1951 Zhe 4.ob a Bi 28 77.9 
1956 sie 5 ,5(b) sh 39.8 86.1 
1961 52.8 8.6 0.3 61.1 86.4 
1964 62.8 15.3 0.5 ae 80.9 
1967 Toe 27.6 027 Lp Viel 
1968 8.0 41.6 ety 124.9 Ove 
1969 75,34c) 43.5 1.2 117.7 64.0 


(a) Value shown is duty-paid value plus 32 per cent; see appendix 2 
for details 

(b) Estimated 

(c) T.B. survey 


Source: Derived from DBS Cat. No. 34-215, 65-004, 65-007, 65-202 


In recent years, however, the percentage of the total 
sweater market supplied by Canadian knitters has been declining. 
Until about 1965, Canadian knitters supplied 90 per cent or more of 
all the sweaters sold in Canada; since then, their share of the market 
has been decreasing steadily and last year, based on a Tariff Board 
survey, their share was only about 57 per cent. 


In value terms, Canadian sweaters account for a larger 
proportion of the total market; on the average they have a much higher 
unit value than imported sweaters, particularly those from Asian and 
state-trading countries. 
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The Market by Fibre 


During the early 1950's, wool was the principal yarn used 
in the sweaters sold in Canada, but its relative importance declined 
rapidly during the decade, from more than 70 per cent of total sales 
in 1951 to about 50 per cent of the total in 1956 and 25 per cent by 
1961. Its relative importance rose, briefly, between 1962 and 1964, 
and then declined again. By the end of the 1960's less than 20 per 
cent of the sweaters purchased in Canada were made of wool. 


Acrylic fibres have become, by far, the most popular for 
sweater yarns. Imports of acrylic sweaters are not reported separ- 
ately, but it is generally accepted that they constitute a large pro- 
portion of the imports, particularly from Asian countries. Acrylic 
sweaters account for more than one-half of Canadian sweater production, 
thus, taking imported and domestic acrylic sweaters together, it seems 
likely that about one-half of all the sweaters sold in Canada, at the 
present time, are made of acrylic fibre yarns. 


Most of the market data used in this section combine all 
other-than-wool sweaters in one group because it is difficult to 
reconcile the import statistics with Canadian shipments. As noted 
above, about one-half of the total consumption is of acrylic sweaters; 
of the other-than-wool sweaters only, acrylics are probably nearly 
two-thirds of the total. 


Table 2: The Canadian Market for Sweaters, According to 
Principal Fibre, Selected Years, 1961-69 


Other—than- % Other—-than- 
Wool (2) woolla Total (b) wool of total 
- thousand dozen - per cent 
1961 369 1,176 1, 540 16.1 
1963 525 1,080. 1,600 6733 
1965 bal 1,628 2,139 fee 
1967 1,62 1, 881 2,329 80.3 
1968 583 peace: 2,839 ee 
1969 LOL 2,279 2,753 82.2 
eee aia oe 
1961 eS Napa ital 65.3 
1963 34.0 36.7 Wiens 51.9 
1965 38.9 55.1 93.5 58.6 
1967 3582 69.6 16h 66.4 
1968 Lh. 81.5 124.9 64.9 
1969 39.6 192 7 66.7 


(a) Excludes exports 
(b) Includes exports 
(c) Imports are included at their duty-paid value plus 32 per cent — 


Source: Based on DBS Cat. No. 34-215, 65-004, 65-007, 65-202 
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It should be noted that the above table includes, in the 
category of "other-than-wool", sweaters made of acrylic yarns as well 
as those made of textured acetate and nylon yarns, mixtures of man- 
made and natural fibre yarns and other man-made fibre yarns. Sweaters 
containing man-made yarns now account for more than two-thirds of the 
Canadian market. 


The Market for Men's, Women's and Childrents Sweaters 

To a manufacturer of sweaters it is, generally, of little 
Significance whether he is using woollen or man-made fibre yarns. 
The displacement of woollen yarns by those of man-made fibres is 
important because of the effect on the prices of yarns and sweaters 
and on the general competitive relationships in the market. However, 
some manufacturers tend to specialize in ments, women's or children's 
sweaters and the size of each of these markets is important in asses- 
sing the total market. 


Table 3: All Fibres: Market for Men's, Women's and 


Children's Sweaters, 1968 . 


Men's Women's Children's ghayercill 
- thousand dozen ~ 


Shipments pple 915 383 1,816 
Imports 326 Bog | 11.0 sO3h, 
Exports ae ius yeinien da 
Est. market Bhk serail s 493 2,839 
% ships. of mkt. 61.4 60.4 Lie 64.0 
- thousand dollars - 
Shipments emer 42,804 8,619 84,014 
Imports \# 1d py fe OU 25,063 207 Il 610 
Exports oe eS Be 699 
Est. market 1, 0.32 67, 867 105726 124, 925 
% ships. of mkt. 69.3 eel 80.4 BOS 


- dollars per dozen - 
Average mkt. value 55.73 14.83 21.76 4.00 


(a) Duty-paid value plus 32 per cent 


Source: pees from DBS Cat. No. 34-215, 65-004, 65-007, 65-202, 
5-203 


As the table indicates, more than one-half of the total 
volume of sales were woments sweaters, 30 per cent were ments and 17 
per cent, children's, The value of sales of women's sweaters was more 
than one-half of the total, about the same proportion as of the volume 
of these sales; men's sweaters accounted for 38 per cent and children's 
sweaters for only nine per cent, of the total value of sales. 


In 1968, Canadian sweater manufacturers supplied about 60 


per cent of the volume of ments and women's sweaters, and nearly 80 
per cent of the children's sweaters. In terms of value, they accounted 


99402—2 
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for about 69 per cent of the ments sweaters, 63 per cent of 
the women's sweaters and 80 per cent of the children's sweaters. 


Whether measured in terms of volume or value, it is apparent 
that, in 1968, a very large part of the Canadian market for children's 
sweaters was supplied by Canadian producers. However, around 40 per 
cent of the volume and value of sales of women's sweaters was supplied 
by foreign producers -- and women's sweaters represent more than one- 
half of the total market. 


It is important to note that, in 1968, Canadian sweaters 
supplied 64 per cent of the volume of all sweaters sold in Canada 
compared with only 57 per cent of the total in 1969. Unfortunately, 
the 1969 estimate of shipments cannot be broken down according to 
ments, women's and children's sweaters. However, the effect of this 
rather substantial decline would be to reduce significantly the share 
of the market volume supplied by Canadian producers, particularly for 
men's and women's sweaters. The share of the market value accounted 
for by domestic production declined by a much smaller percentage, from 
67 per cent in 1968 to 64 per cent in 1969. 


Woollen Sweaters: Men's, Woments and Children's 


Between 1962 and 1966, about 60 per cent of all the woollen 
sweaters sold in Canada were women's, 37 per cent were men's, and 
three per cent were children's; these figures are approximate and 
proportions varied from year to year. Sales of women's sweaters 
dropped by one-third in 1967, while sales of men's sweaters declined 
by only five per cent. In 1968, sales of both kinds increased sub- 
stantially, but the increase in sales of men's sweaters was larger 
than that of woments. Some of the relevant statistics are given in 
the following table. 


Table 4: Woollen Sweaters: Canadian Market for Men's, 
Womentg and Children's Sweaters, 1962-69 _. 


Ments Women's Childrents Total 
- thousand dozen -. 


1962 146.9 234.4 ul ae 398.9 
1966 225.6 345.0 14.9 585.5 
1967 214.0 233.7 14.6 462.3 
1968 276.6 289.5 Ciel 583.2 
1969 Be sae 4 NB ee 
- thousand doiderasa?t 
1962 Chee w 15,008 547 2), 105 
1966 18,296 bs a eh 159 43,089 
1967 18,027 16,749 25 35,201 
1968 23, 72h 19,950 1,33 Lb, 106 
1969 he nie a8 39,012 


(a) Imports are included at their duty-paid value plus 32 per cent 


Source: Derived from DBS Cat. No. 34-215, 65-004, 65-007, 65-202 
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Woollen sweaters have always been the most expensive in the 
Canadian market and the difference between the average value of 
woollen sweaters and the average value of sweaters of other-than-wool 
has increased substantially since the beginning of the decade. In 
1961 the average value of woollen sweaters was $57.82 a dozen compared 
with $34.07 a dozen for sweaters of other-—than-wool; by 1969 woollen 
sweaters averaged $80.27 and other-than-wool sweaters $34.78 per 
dozen. Thus, the average value of woollen sweaters sold in Canada 
rose by $22.45 per dozen or 39 per cent while the average value of 
other-than-wool sweaters remained virtually unchanged, and the margin 
between them increased from $23.75 to $45.49. Because the other-than- 
wool sweaters supplied a larger proportion of Canadian consumption in 
1969 than in 1961, the unit value of all sweaters sold in Canada rose 
by only $3.08, 1961-69; in 1961 the average value of all sweaters was 
$39.69 a dozen and in 1969, $42.77 a dozen. 


Imported woollen sweaters accounted for 46 per cent of the 
number of woollen sweaters sold in Canada in 1968, but their importance 
relative to the total market has been different for men's, women's and 
children's sweaters. In 1962, imports were 17 per cent, 26 per cent 
and 29 per cent, of the respective total Canadian sales of men's, 
women's and children's sweaters; by 1968, imports were 37 per cent, 

56 per cent and 24 per cent, respectively, of the total sales of these 
kinds. Thus, apart from the woollen children's sweaters, which are of 
minor significance relative to all woollen sweaters, the extent to 
which imports are supplying the Canadian demand for men's and women's 
sweaters, and particularly of the latter, has expanded very substan- 
tially. 

Other-than-wool Sweaters: Men's, Women's and Children's 

Unfortunately, imports of men's, women's and children's 
sweaters of other-than-wool yarns, are available only for 1969. How- 
ever, the proportions that they were of total imports of other-than- 
wool sweaters in 1969, were applied to the 1968 import data and, in 
conjunction with the 1968 shipment figures, were used to establish 
the approximate size of the Canadian market for each kind. 


Table 5: Other-than-wool: Estimated Market for Men's 
Woments and Children's Sweaters, 1968 


Ments Women's Children's Tote 
- thousand dozen ~ 
Shipments 31,3 787 370 1,500 
Imports Ae0 Loy 106 767 
Exports as os ne o° 
Est. market 566 ny 22); 76 25067 
% ships. of mkt. 60.6 64,43 Tal 66.2 
~ thousand dollars - 
Seen ys 16,960 34,184 6331 59,475 
Imports (4) 6,348 13,733 1,962 22,043 
Exports as ee os es 
Est. market 23, 308 fgg ss ae 10,293 81,518 
% ships. of mkt. vae fee 80.9 73.0 


(a) Duty-paid value plus 32 per cent 


Source: Derived from DBS Cat. No. 34-215, 65-007 
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It is evident that, unless the distribution of 1968 imports 
was completely different from that of 1969, the Canadian market for 
women's other-—than-wool sweaters is larger than that for men's and 
childrents sweaters combined. The importance of women's sweaters both 
to domestic producers and foreign suppliers is also evident; more than 
one-half of the volume and value of Canadian shipments and of imports 
is accounted for by women's sweaters. 


As would be expected, the children's sweaters have a much 
lower unit value than either the men's or women's and are, therefore, 
a much smaller part of the total value of sales of all sweaters 
(13 per cent) than they are of the volume sold (21 per cent). 


The Average Value of Sweaters Sold in Canada 


The average value of all sweaters purchased in Canada 
increased steadily until 1964, declined slightly between 1964 and 
1966, rose slightly in 1967 and then declined more sharply, from 
She 71 a dozen, in 1967 to $42.77 a dozen in 1969. After the mid- 
sixties these changes reflected the increasing sales of lower-priced, 
man-made fibre sweaters whose initial effect was to modify increases 
in prices, particularly those of woollen sweaters, In the last few 
years of the decade, they reflected the increasing volume of imports 
of lower-priced sweaters from Asian and eastern European suppliers. 


Table 6: Comparisons of Unit Values of Domestic and Tmported 2) 
Sweaters Sold in Canada, by Fibre, 1961-69 


Wool Other-—than-wool All Fibres Toca. 
Dom. Imp. Dom. Imp. Dom. Imp. Market 
- sedollarssperidozen of= 

1961 49.56 c/a pf hess Aw bled tus oe Meleys 68.26 39.69 
1962 55) vig ia So sO5 44.03 38.18 S370 bsoD 
1963 540k Dyce 33-695 36721 39.30 S522 B5695 
1964, Bw irite! Ol 23 Bho 13.00 39.67 Baro te, OL 
1965 68.92 elerwrs Stew SERS es Nees: 69.2h Asia 
1966s 73.76 (ees) eae ees 20.12) GeO ALG. Ne re 
1967 Heede 61536 39.94 Chege 145.36 h3 1G AM. 71 
1968 T7306 (Sree: 39.65 Zoe (hh 46.26 10.23 4h,.00 
1969 84.23 WOel12 Ps ep Po. sae) 36.14 ef] 


(a) Imports valued at duty-paid value plus 32 per cent 


Source: Derived from DBS Cat. No. 34-215, 65-004, 65-007 


The average values of imported sweaters declined from about 
1964, but those of Canadian-made sweaters continued to increase. Thus, 
although the average value of imported sweaters was higher than that 
of Canadian-made sweaters, until the mid-sixties, it was much lower than 
the unit value of domestic sweaters, by 1969. In 1964, imported 
sweaters averaged $82.23 per dozen, reheat 56 or more than double 
the unit value of Canadian production; in 1969, the average wholesale 
value of imports was $36.14 or about 25 per cent lower than the unit 
value of domestic shipments. 


ea. 


Although the magnitude of the changes in the relative unit 
values of domestic and imported sweaters are more striking in connec- 
tion with woollen sweaters, such sweaters accounted for only 18 per 
cent of the estimated total volume of sales in 1969. In 1964, the 
estimated wholesale value of imported sweaters of synthetic yarns, 
the classification most directly related to acrylic sweaters, was 42 
per cent higher than the average value of Canadian-made acrylic 
sweaters; in 1969, their average wholesale value was 41 per cent 
lower than that of domestic acrylic sweaters. 


In 1968, sweaters of acrylic and textured filament yarns 
accounted for 75 per cent of Canadian shipments of all sweaters and 
for 65 per cent of the imports; in 1969, they accounted for almost 
three-quarters of the total volume of imports. Obviously, it is this 
class of sweater which is of most concern to Canadian producers. 


Table 7: Unit Values of Canadian and Imported Sweaters 


of Man-made Yarns, 1961-69 


Canadian-made Imported 
Acrylic Textured(@) Av. Both Synthetic(b) 


$ per dozen 


1961 34.02 34.61 34.23 59.64 
1962 34.02 32.91 33.63 64.83 
1963 36.37 31.80 34.79 4h.65 
1964 36.66 S16) 35.25 52.06 
1965 BL.42 31.96 B79 42.98 
1966 36.27 oe ers 35.64 27.96 
1967 Hee 3 34.09 39.73 BOYS 
1968 41.90 36.34 ORES 30.08 
1969 44.87 bg ot 26.70 


(a) Includes stretch yarns; excludes children's sweaters in 1968 
(b) Imports valued at duty-paid value plus 32 per cent; s.c. 784-75, 


784-76, 784-77 
Source: Derived from DBS Cat. No. 34-215, 65-004 


From the table, it can be seen that the average value of 
Canadian-made acrylic sweaters increased by 22 per cent, between 1965 
and 1968; in the same period, average values of sweaters of textured 
filament yarns increased by fourteen per eent; they rose by Seven 
1966 and by $2.25 a dozen in 1968. Imports from Asian and eastern 
European countries rose from 71 per cent to more than 90 per cent of 
total imports of these types of sweaters, but their average wholesale 
value decreased from about $44 to $29, per dozen, or by nearly 35 per 
cent. 


Although the average value of Canadian shipments of sweaters 
of man-made fibres increased by 21 per cent between 1965 and 1968, 
Canadian output of these declined by seven per cent between 1965 and 
1966 and remained almost unchanged thereafter. During this period 
the average values of imported sweaters were much below those of 
Canadian sweaters and imports captured more than one-third of the 


market. 


22 


Table 8: Unit Values of Canadian-made and Imported Woollen 
Sweaters, 1961-69 
Canadian-made 


Ments + +Women's —*Totail Imported (@) 
$ per dozen 


1961 bomap 50.12 49.56 81.75 
1962 57.69 52.62 Seal 9441 
1963 bo 52.43 54.01 9421 
1964 650% 54.79 57.48 91.23 
1965 (bs 63.90 68.92 85.52 
1966 Coal d 70.74 13» 16 im SL: 
1967 82.25 64.2h yao) 81.36 
1968 89.32 67.34 77.66 73038 
1969 i e 8h,.23 76.12 


(a) Imports valued at duty—-paid value plus 32 per cent 


Source: Derived from DBS Cat. No. 34-215, 65-004 


Until the mid-1960's, Britain and Italy, together, were the 
principal foreign suppliers of woollen sweaters to the Canadian market; 
they accounted for 78 per cent of the imports in 1964 and for 67 per 
cent in 1965. Between 1961 and 1965, Canadian-made sweaters accounted 
for 66 to 77 per cent of total sales of woollen sweaters in Canada. 
Imports of woollen sweaters increased sharply after 1965, when Hong 
Kong began to export large numbers to the Canadian market; between 
1965 and 1969 the share of the market for woollen sweaters accounted 
for by the Canadian-made product fell from two-thirds to approximately 
one-half. 


Between 1961 and 1965 average values of Canadian-made woollen 
‘sweaters increased by 39 per cent. Thus, even before 1965, when 
imports began to enter the Canadian market in substantial quantities, 
Canadian manufacturers appear to have been moving out of the lower- 
priced, staple, woollen sweater lines. This movement by Canadian 
producers out of lower-priced lines may also reflect the substitution 
of other-than-wool for woollen sweaters in the lower price ranges. 


The average values reflect not only changes in price for 
those sweaters whose design and construction remain essentially 
unchanged but they also reflect changes in the product-mix, such as 
changes in yarns, constructions and styles. 


No published data are available regarding changes in price 
of sweaters sold in the Canadian market. However, information avail- 
able to the Board suggests that wholesale prices of the sweaters pro- 
duced in Canada whose design and construction remained unchanged 
between 1961 and 1969 increased by no more than ten per cent. In 
contrast the average value of Canadian shipments increased by 28 per 
cent in this period, reflecting a considerable change in the product- 
mix of Canadian production. According to statements made at the 
public hearing, these changes entailed the production of a much larger 
number of styles and color combinations, in the so-called high-style, 
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fashion trend. Because such goods usually have only a limited demand, 
the changes also involved considerably shorter runs than had previ- 
ously been customary in the industry, when a few, relatively staple 
lines of product, accounted for a large part of the output. Although 
the changes involved higher costs, they also resulted in higher unit 
values, as the preceding indicates. 


The declining unit values of imported sweaters, during a 
period which was generally characterized by rising prices in most 
countries, indicates that the product-mix of imported sweaters also 
changed during these years. Although Canada continued to import 
substantial quantities of relatively high-priced sweaters from western 
Europe, an increasing proportion of the imports were of low-priced 
goods originating in Asian and eastern European countries. 


The Retail Market for Sweaters 


At wholesale, and exclusive of sales tax, sales of all 
sweaters in Canada were estimated to have a value of about $120 
million, in 1969; at retail, the value of these approximately 2.8 
million dozen sweaters would be about $200 million. Some relevant 
statistics relating to the market, at retail, are presented in the 
table which follows. 


Table 9: The Estimated Canadian Market for Sweaters, 


at Retail, 1961, 1965 and 1969 


% Change 
1961 1965 1969 1961-65 1965-69 
Market Volume - thousand dozen - - percent - 
Wool 369 521 LO +h1.2 =5 2 
All other Lie Toen e.el9 +38.1 Oe 
Total cme 448) 2,139 ene bois. HOO, Y +25,/ 
Market Value - thousand aeiiers)=)— - ‘per’cent - 
Wool 37,286 68,014 69,320 +82.4 a 
All other JOPL33 96,8609 . 138,725 +37.6 +43.8 
Total 1065959 163,626 206,012 +53.0 +25.9 
pales per person -— sweaters per person - = percent = 
Wool oA on “eo = i -12.5 
All other off so? 1530 +28.6 +31 3 
Total dete. Beil Lets +29.7 +1958 
sales per person -  $ per person - - percent - 
Wool 2.04 3.46 3.09 +69.6 “hed 
All other 3.85 4. Ol 6.59 ee +3462 
Total 5.86 8.33 9.18 Thi P eA i) ohh 


(a) Estimated wholesale value -plus 75 per cent markup 


Source: Based on various DBS publications and T.B. survey 
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In 1965, total sales of other-than-wool sweaters were more 
than three times as large as those of woollen sweaters; in 1969, only 
four years later, sales of other-than-wool sweaters were nearly five 
times those of woollen sweaters. Sales per person show a similar 
change in this period, in terms of quantity. 


In terms of value, the picture is very different. The 
lower cost of other-than-wool sweaters made it possible for Canadian 
consumers to purchase more sweaters, both in total and per person, 
without a corresponding increase in their expenditures on sweaters. 
Thus, in 1961, when domestic production supplied more than 90 per cent 
of the market demand, sales per person of other-than-wool sweaters 
were 3.2 times as large as those of woollen sweaters, but estimated 
expenditures per person were less than twice as large. In 1969, when 
large quantities of relatively low-priced imports were available to 
Canadian consumers the relationship is even more striking. Although 
sales of other-than-wool sweaters per person, in 1969, were nearly 
five times as large as those of woollen sweaters, estimated consumers’ 
expenditures on other-than-wool sweaters were only twice as large. 


Imported sweaters tend to be of two general types: the rela- 
tively high-priced, specialty sweaters imported mainly from Britain 
and Italy and the lower-priced, so-called staple designs, originating 
mainly in Asian countries. A comparison of the average estimated 
retail unit value per sweater is given in the following table. 


Table 10: Estimated Average Unit Value, at Retail, ‘9? of 
Canadian and Imported Sweaters, 1969 


Other-than- ALL 
Wool wool Sweaters 
- $ per sweater - 


Canadian-made 12.28%, 6.00 7.01 
Imports: 
Asia & E. Europe One. pep: Weo9 
Other Countries 13.65 Ta35 area'7 1, 
All sales ibs al BOT 62h, 


(a) Estimated wholesale value plus 75 per cent markup 


Source: Based on various DBS publications and T.B. survey 
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THE CANADIAN KNITTING INDUSTRY 


The companies which comprise the knitting industry in 
Canada tend to specialize in certain lines of production such as 
sweaters, hosiery, underwear, knitted suits and dresses, and knitted 
fabrics for sale. In the published statistics, the principal products 
of the hosiery industry are segregated from the others, but the other 
industry sub-groups are all combined under the heading "Other Knitting 
Millis", In the following, when reference is made to the "knitting 
industry", all of the plants classified as "Other Knitting Mills" by 
the DBS are included, both sweater knitters and others. 


At the public hearing, the Tariff Board was informed that 
there were about 85 companies in Canada which could be regarded as 
sweater knitters; of these, 15 were said to be small, custom or handi- 
craft knitters and 70 could be regarded as commercial operators. 

(Voie 4, peud0) na Special tabulation of DBS records, the Tariff 
Board obtained considerable information with respect to about 55 
establishments. In the following, the term "sweater industry" refers 
to those 55 sweater knitters included in the Board's special tabula- 
tion. 


The knitting industry is concentrated in Quebec and Ontario. 
In 1967, 201 of the 220 plants were located in these two provinces; 
they accounted for $216 million out of a total value of shipments of 
$237 million for all of Canada. Of the remaining $21 million, two- 
thirds or $14 million, was from plants in Nova Scotia and most of the 
remaining $7 million was from plants in the Prairie Provinces and 
British Columbia. There were 124 plants in Quebec compared with 77 in 
Ontario; the value of shipments from Quebec plants was $140 million 
compared with $76 million from Ontario plants. Knitting plants are 
generally located in the major cities with large concentrations in 
Montreal and Toronto. 


The sweater industry is also concentrated in Quebec and 
Ontario. However, the plants are more evenly distributed between the 
two provinces and, in 1968, production in Quebec was only about one- 
third larger than in Ontario. 


Canadian Shipments of Sweaters 


Sales of sweaters by the Canadian knitting industry 
expanded, almost without interruption, from the early 1950's to the 
mid-1960's. Between 1965 and 1968 the volume of sales declined 
slightly, but the value of sales increased, though somewhat irregu- 
larly; in 1969 they declined significantly. More than 80 per cent of 
the total was made of yarns containing man-made fibres; woollen 
sweaters accounted for only 18 per cent of the total quantity sold. 
More than one-half of the total Canadian volume of output and nearly 
one-half the value, was of acrylic sweaters. 
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Table 11: Shipments of Sweaters by the Canadian Knitting 


Industry, by Fibre, 1951-69 


Textured 
Woot Acrylic pment) Ether etn 
= thousand dozen ~ 
1951 68h 130(b) 62 mi 957 
1956 630 327 57 17h 1,188 
1961 282 687 378 73 lash 
1965 3he2 buena? i i) 79 1 267. 
1966 318 ripe oats 327 159 1, 84.6 
1967 280 933 ae en dan Oe 
1968 (4) 316 962 251,64) 129(4) 1,816 
1969. ° 252 823 1,932) 1,568 
- million dollars - 

Reta mes RS 1.7 am 917 
1956 18.3 9.9 1.6 bob S4e3 
1961 14.0 Heat Tet adh BO 
1965 23.6 36.9 12.0 Behe aT 
1966 eat 36.7 cabs 6.1 79.5 
1967 20.4 39.3 toe 3.9 77,2 
1968 2).5 ihe 9,2(4) 6.544) 8),.0 
19696¢) 21.2 36.9 17.2(e) 75.3 


(a) Includes stretch yarns 

(b) Actually 1955, the first year for which data are available 

(c) T.B. survey 

(d) Excludes children's sweaters 

(e) Includes textured filament, stretch and ‘'othert, yarn sweaters 


Source: .DBS Gat. No. 34-215 


The displacement of woollen sweaters by those of other-than- 
wool is apparent from the above table. From 1951 to 1961 Canadian 
shipments of woollen sweaters fell by about 60 per cent; in the same 
period, Canadian shipments of other-than-wool sweaters increased almost 
five times. 


Whether measured in terms of quantity or value, women's 
sweaters have been the most important to the Canadian knitting industry 
but, since 1961, their relative importance has declined. Between 1961 
and 1968, the value of shipments of women's sweaters increased by $9.7 
million; in the same period sales of ments sweaters rose by $16.0 
million, or more than 95 per cent. However, although their relative 
importance has declined, in 1968, women's sweaters accounted for one- 
half of the volume and value of Canadian production of sweaters. 
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Table 12: Shipments of Sweaters, by Kind and Fibre, 1961 


and 1968 


Men's Women's Total (a) 
1961 1968 1961 1968 1961 1968 
- thousand dozen - 
Wool G8 age £1350) eo eo 128.0 282.0 316.0 
Acrylic 150.7 225.0 391.7 522.0 686.6 962.0 
Text. fi1.(5) 33.1 Benesch 8 ive 378.4) 
Other e293 31,0 post 95.0 (PR Oe 
Total 35626 peers, 880.3 oy ©) DSi 1016.0 
- million dollars - 
Wool PO Hele 6.6 8.6 14.0 24.5 
Acrytic (b) 6.8 ed 14.0 e363 eaek LO.3 
Tex. Aa... a ey llrree 6.2 ihe pa &, 
Other 1.3 1.9 1.0 1.6 PR ie ai 
Total iderne Be.o 3 atk 42.8 De aG 84.0 
- per cent of value of shipments - 
Wool ie se Hee PS, 19.9 Pa me 26.5 29.2 
Acrylic (b) ral, ce 42.3 Dist nas 48.0 
Text. (1.1. 9.0 Gen Syn ie D 24.8) 29 
Other 7.8 5.8 3.0 10.8 4.5) i 
Total 100.0 LOO 0 100.0 100.0 100.0 10020 


(a) Includes childrents 
(b) Includes, stretch yarns 


Source: Derived from DBS Cat. No. 34-215 


In 1961, yarns of man-made fibres were already much more 
important than wool in the manufacture of sweaters, and sweaters of 
acrylic fibre yarns accounted for nearly 50 per cent of the total out- 
put. By 1968, the use of acrylic yarns had increased substantially 
and more men's, woments and children's sweaters were made of acrylic 
yarns than any other. 


Woollen sweaters are generally more expensive than those of 
other-than-wool and men's sweaters are more expensive than women's or 
children's; this is evident from the following table. The table also 
indicates that the average values of Canadian-made men's, women's and 
childrents sweaters have increased between 1961 and 1968, regardless 
of kind of yarn, with the exception of men's sweaters of textured 
filament yarns. The average value of woollen sweaters increased by 
more than 55 per cent during this period and of acrylic sweaters by 
about 23 per cent. Woollen and acrylic sweaters, together, accounted 
for more than 75 per cent of the value of shipments of sweaters by 
Canadian manufacturers, in 1968. 
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Table 13: Average Value of Canadian Shipments of Sweaters, 


1961 and 1968 


1961 1968 Change 1961-68 
$ per dozen $/doz. per cent 


Men's 
Wool Sool) O9.la Oe ot +66.8 
Acrylic Neyese Soe! 8.41 +18.6 
Text. fil. (a) hh 23 35.55 -8.68 -19.6 
Other OPE perael 25.03 +8103 
Total 46.48 62.92 ne cpyan +35.4 
Women's 
Wool BO ole ov ierh eee +3404 
Acrylic 5,63 1h. 66 8.83 +24.6 
Text. fil. (a) 3h,..09 36.73 2.6h, +767 
Other rete 48.68 3.05 +6.7 
Total Be. 55 16.78 9.23 +24.6 
Children's 
Wool 19.23 hee 2.92 +1552 
Acrylic ae T7208 ee, aS feiee 
tex. Tile 20.67 
Other 11.96 eee Vee en 
Total yD Paps) ® 4.99 +28.5 
All sweaters 
Wool 49.56 Vilas 28.10 +56.7 
Acrylic 3.02 41.90 7.88 +23.2 
Text. fi1,\4)) 35.0 30h 1.34 +3.8 
Other(b) 35.89 50:57 14.68 +h0.9 
Total oe pyre 46.26 9.04 +2) ,3 


(a) Includes stretch yarns 
(b) Excludes children's sweaters 


Source: Derived from DBS Cat. No. 34-215 


In some instances the higher unit values reflect such things 
as a higher degree of styling, larger numbers of styles and smaller 
runs. In addition, some changes in styles, as in the case of bulky- 
knit sweaters, require larger amounts of yarn per garment which would 
increase their cost. However, whatever the reason, it is clear from 
the table that unit values of most Canadian sweaters increased sub- 
stantially between 1961 and 1968. 
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THE CANADIAN SWEATER KNITTING INDUSTRY 


The material in this section relates to the information 
obtained by the Board from a special tabulation of a group of 55 
manufacturers who produce sweaters. In 1968, the sweater knitters 
included in the Board's tabulation produced about 80 per cent of all 
men's sweaters manufactured in Canada, more than 80 per cent of the 
women's sweaters and about 35 per cent of the children's sweaters. 
About 80 per cent of the value of shipments of these plants was 
derived from the sale of sweaters and 10 to 11 per cent was from 
knitted suits and dresses, T-shirts, jerseys, sweatshirts, and 
knitted fabrics. The remaining nine to ten per cent consisted of 
miscellaneous children's goods and a variety of unidentified knit 
goods. 


As the above indicates, the Board's sample covers a very 
large part of what must be regarded as the Canadian sweater industry. 
Although some specialized knitters of sweaters may have been omitted, 
it is most unlikely that their inclusion would result in changes of 
any significance in the analysis which follows. 


In 1968, these sweater knitters reported total sales of 
$80.6 million, of which sales of sweaters amounted to $64.5 million or 
80 per cent of the total, a somewhat larger proportion than the 76 per 
cent of the total reported in 1962. Shipments reported by these 
knitters are shown in the following table. 


Table 14: Average Volume and Value of Shipments, Per Plant, 
Reported by Sweater Knitters, 1962, 1967 and 1968 


1962 1967 1968 Change 1968 from 1962 

"O00 doz. per plant "OOO doz. per cent 
Ments L.9 S.3 1s Ab ye ey 
Women's 11.8 je eal heey Lig BWIA 
Children's Lal 2.8 eS -0.2 -6.8 
Total phe a eee Le Figo 

$1000 per plant $1000 per cent. 
Ments 238 363 h6L 225 hk 
Women's 490 642 641 152 Si. 0 
Childrents _ 6a 81 68 mee) 10.0 
Total 790 1,08 1,173 383 48.5 

Other than 

sweaters(@) 250 268 292 ask 16.8 
Total Shipments TONOE 0.35), 8 oi 65 25 LO. 


(a) Details not shown because of confidentiality; includes T-shirts, 
jerseys, sweatshirts, knitted suits and dresses, knitted fabrics 
for sale, etc. 


Source: T.B. special tabulation of 55 sweater knitters 


30 


It is evident, from the table, that the volume and value of 
sales per plant increased very substantially between 1962 and 1968. 
Of the increase in total shipments per plant of $425,000, 90 per -cent 
was derived from increased sales of sweaters. The table also shows 
that these knitters tended to increase their specialization in the 
production of sweaters; in 1962 sales of sweaters accounted for 76 
per cent of their total sales revenue whereas in both 1967 and 1968 
they accounted for about 80 per cent. The only evidence of diversifi- 
cation is with respect to knitted suits and dresses; sales of these 
garments increased substantially, from 1962 to 1968. 


It is also evident from the table that the quantity of men's 
sweaters shipped was greater in 1968 than in 1967 whereas shipments of 
both women's and children's sweaters declined, women's by five per 
cent and children's by ten per cents; on the other hand, shipments of 
T-shirts, jerseys, sweatshirts and knitted suits and dresses increased 
by nine per cent between 1967 and 1968. 


A generally similar picture is apparent from the values of 
sweaters shown in the table. However, because the average value of 
Canadian sweater production increased substantially during the sixties, 
the percentage changes between 1962 and 1968, in terms of value, are 
much larger than when measured in terms of volume. For the same 
reason, the total value of shipments of sweaters increased between 
1967 and 1968, in spite of some decline in sales of women's and chil- 
drents sweaters. The value of sales of goods, other than sweaters, 
rose by nine per cent between 1967 and 1968, the much larger value of 
sales of knitted suits and dresses being largely offset by smaller 
sales of other goods. 


In 1968, the 55 plants included in the Board's tabulation 
had average sales of all goods of $1.5 million per plant and average 
sales of sweaters of $1.2 million. However, 80 per cent of the total 
shipments and 76 per cent of the shipments of sweaters was by plants 
with sales exceeding one million dollars; these larger plants had 
average sales of $2.4 million. 


Table 15: Selected Statistics Relating to Sweater Knitters, 
1962 and 1968 
% of Total Average Value Av. No. of 


Value of Per Cent Value of of Shipments Employees 
Shipments of Plants Shipments Total Sweaters Per Plant 
$000 No. 

1962 
Small plants 2} 66.7 Jl at LOL Lhe 49.8 
Large plants Pe: 68.3 ce, op 1,486 209.1 
All plants LOO; 100.0 1,040 190 102.9 
Small plants : 50.9 20.3 bos DoD Ahel 
Large plants res 79.7 Aeon Lja8i6 i 20K 


All plants 100.0 100.0 ees. esis 106.9 


(a) Value of shipments less than $1 million 
(b) Value of shipments $1 million and over 


Source: T.B. special tabulation of 55 sweater knitters 
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It is apparent that there was a considerable growth, 1962 
to 1968, in the average value of total shipments per plant (+41 per 
cent), the value of sweater shipments per plant (+48 per cent) and in 
the relative importance of plants with sales exceeding $1 million. 
The available information suggests that there was little change in 
the total number of sweater knitters in this period, although the 
ownership of some plants may have changed hands. 


The Tariff Board survey also shows that for 37 plants which 
were in operation in both years, total sales increased from $36.6 
million in 1962 to $63.1 million in 1968, a gain of 72.4 per cent; 
about 80 per cent of the increase in sales was accounted for by 
sweaters, Seven plants recorded a decline in sales which, in total, 
amounted to $2.5 million or 21 per cent of their combined 1962 sales 
value. 


Distribution of Costs of Sweater Knitters 


At the public hearing, the Board was informed that yarn 
represents approximately 85 per cent of the raw material cost for 
sweaters of man-made fibre yarns and as much as 90 to 94 per cent in 
the case of woollen sweaters. (Vol. 1, page 74, 75) Thus, man-made 
fibre yarns would consitute about 57 per cent and woollen yarns 60 to 
63 per cent, of the total cost of purchased inputs used in the manu- 
facture of the respective sweaters, inclusive of wages. The distri- 
bution of the principal items of direct cost is given in the following 
table for a group of companies which produced sweaters exclusively. 


Table 16: Percentage Distribution of Principal Direct Costs 
of Producing Sweaters, by Size of Establishment, 


1962 and 1968 


Small Large ALL 
Plants(@) Plants(>) Plants 
- per cent of total direct costs - 
1962 
Raw materials fies: TOGO 70.6 
Wages Se ae read | £300 
Other 523 (FS: 6.4 
Total HOO SO 100.0 100,.0 
1968 
Raw materials 65.0 68.6 C72 
Wages 28.3 26.5 Pat 
Other Oe, 4.9 D0 
Total TOC. 100.0 100.0 


(a) Value of shipments less than $1 million 
(b) Value of shipments $1 million and over 


Source: 1T.B. special tabulation based on 55 sweater knitters 
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In 1962, there appear to be no significant differences in 
the distribution of costs of establishments of different size but, in 
1968, materials were a slightly larger part of costs, and wages a 
smaller part, for the larger plants. 


A comparison of these costs, in terms of dollars per dozen 


sweaters, is given in the following table. 


Table 17: Principal Direct Costs of Producing Sweaters, 


by Size of Establishment, 1962 and 1968 


Small Large All 
Plants(@) Plants(>) Plants 
-  $ per dozen sweaters - 

1962 
Raw materials 22653 PAU peel Page 2 
Wages Wee) 6.61 6.94 
Other (¢) 1.69 one 1.93 
Total og 25, Ae 30-20 
Unit value of shipments 38.82 Blato 38.2h 
1968 
Raw materials Rae te Cia 25.49 
Wages 9.88 10.03 LOs32 
Other (c) 2.33 1.95 2.10 
Total 34.92 LO0.05 Se. OL 
Unit value of shipments Loge) BURST 49.84 


(a) Value of shipments less than $1 million 

(b) Value of shipments $1 million and over 

(c) Includes electricity, maintenance and miscellaneous supplies, and 
payment for work done by others 


Source: T.B. special tabulation based on 55 sweater knitters 


The table indicates that, between 1962 and 1968, total direct 
costs rose from $30.20 to $37.91 per dozen, an increase of Sy Bly AUR 6% 
this increase, raw materials accounted for $4.17 (54 per cent of the 
rise) and wages for $3.37; other costs increased by only 17 cents per 
dozen. The smaller plants had the lower costs in 1968 and also sold 
their output at a substantially lower unit price than the larger 
plants; in 1962, the larger plants had the lower costs and selling 
price. 


Employment by Sweater Knitters 


Based on the average output of sweaters per employee in 
plants producing only sweaters, 4,600 persons in 1962 and 5,800 in 
1968 were employed in activities associated with the production and 
sale of sweaters by Canadian manufacturers. The average annual wages 
and salaries of these employees was $2,732 in 1962 and $4,173 in 1968; 
their estimated total earnings was $12.5 million in 1962 and $24.1 
million in 1968. Some selected statistics regarding employment and 
output, in factories which specialize in sweaters, are given in the 
table which follows. 
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Table 18: Selected Statistics Relating to Employment and 
Output_in Sweater Knitting Plants, 1962 and 1968 


Change 1962-68 
1962 1968 Actual Per Cent 
number per plant 


Production worker (*) oe 60.9 Bee +6.5 
Other employees b C7 Pao -1.2 -13.8 
Total employees 65.9 68.3 ZEO +36 
average earnings per employee 
Production workers (2) 2,416 ore hs: eee +50.8 
Other employees (b) 4,818 8,499 3,681 76a 
Total employees 2,2 lil 7 3 ay rah et ra | 
ve ments of sweaters per employee — dozens 
Production workers\?/ 317.9 3D ow: Ee +#1.5 
Total employees B0e ve B14, ab av) I +h. 1 
ae ates of sweaters per employee -— $000 
Production workers \# ANG Pas 17.0 Lee +32.2 
Total employees lily, 6 1:57 BAA 15 
wages & salaries per dozen sweaters 
Production workers (@) 6.94 O32 6.30) +48.7 
Total employees 9.04 13..26 We22 +h Oa 


(a) Production and related workers 
(b) Includes administrative, office, sales and distribution employees 


source: T.B. special tabulation based on 55 sweater knitters 


The increase between 1962 and 1968, in numbers of production 
workers per plant, is related to the larger output per plant noted 
earlier. However, the decline in the numbers of other employees and 
the consequent lower ratio of these to production workers suggests a 
rationalization in the use of such staff. As the table indicates, 
average salaries and wages per dozen sweaters rose by $4.22, more 
than 45 per cent, in this period. However, the value of output per 
employee increased by about one-third. 


In 1968, the approximately 5,800 production and other 
employees earned an average of $4,173. However, the production 
workers alone had average earnings of only $3,643 or about $70 per 
week, almost the same as the $71 a week reported as the average weekly 
earnings in plants classified as "Other Knitting Mills" by the DBS. 


Labor earnings in the knitting industry are amongst the 
lowest of the approximately 75 manufacturing industries for which the 
DBS publishes data and are comparable with those in the "Women's 
Clothing" industry. Some comparisons of average earnings are given 
in the following table. 
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Table 19: Average Weekly Wages in "Other Knitting Mills" 
Compared with those in Other Industries, 


Selected Years 1957-69 


Other 

Knitting Women's Textile Non-Durable Total 

Mills Clothing Products\4 Goods Mfring 

- dollars per week = 

1957 42.62 45.43 56.85 65.49 70.70 
1960 A7.e2o 49.56 64.01 (Ene. 78.88 
1963 52.43 pugs: ee 80.69 86.90 
1966 61.63 61.80 82.58 92.93 100.16 
1968 70.96 71.01 95.29 106.16 Lal bide 
1969 10.50 D403 102.05 cLiLe rte ieee oS 


(a) Includes mainly manufacturers of fibres, yarns and fabrics; 
excludes hosiery, knitting and clothing industries 


Source: DBS Cat. No. 72-201 


Financial Returns of Sweater Knitters 


For this analysis, special tabulations were made of the 
financial returns, 1965 to 1968 inclusive, of about 50 companies 
(40 in 1965), which produced sweaters. About half the companies 
produced only sweaters; the remainder manufactured a variety of other 
knitted garments in addition to sweaters. The following table com- 
pares the rates of return on assets of these companies with those of 
other industries. 


Table 20: Comparison of Financial Returns of Sweater 


Knitters with those of Other Industries, 1965-68 


1965 1966 1967 1968 
=—) » per, centro — 

Profit(@) as % of Assets 
All cos. producing sweaters (b) 642 6.8 real: 9.3 
Cos. producing only sweaters b) Boa ia 0 9.4 ds. 
Women's clothing de ey ae : 
All clothing hel Fpl bas ¥ 
Household furniture 5.9 6.0 Agel 
Total manufacturing 9.8 o.6 aon : 


(a) Profit before income tax 
(b) Based on special tabulations 


Source: DBS Cat. No. 61-207 


The "Woments Clothing" and "Household Furniture" industries 
were included in the table because both are labor-intensive as is the 
sweater knitting industry. Also, the women's clothing industry, like 
the sweater industry, produces garments by cut-and-sew methods and is 
affected by rapid changes in fashions. 
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As the table indicates, profit relative to assets was 
higher for sweater knitters than for the other industries used for 
comparison, but lower than the average for all manufacturing indus- 
tries in two of the three years. The table also shows that companies 
which produced only sweaters out-—performed those which manufactured 
other knit goods in addition to sweaters. 


The available data also permitted the separation of large 
and small companies; this separation was based on companies whose 
income from sales was one million dollars or more and those whose 
sales income was less than one million dollars. These data are 
presented below. 


Table 21: Financial Returns of Sweater Knitters, 


According to Sales Income, 1965-68 


1965 1966 1967 1968 
Profits as % of Assets 
Small companies\a 


—- percent 


5.0 hed ee Fes 6: 
Large companies(b) val Vea 6.6 lie 3 
Profits as % of Sales 
Small companies\@ Ae Paret, a0 eae) 
Large companies(> 3.9 re 326 Se, 


(a) Sales less than $1 million 
(b) Sales $1 million and over 


Source: Based on special tabulations 


It is evident, from the table, that large companies were 
much more profitable than small companies in each of the four years. 
This is also suggested by the data given in table 17. The difference 
between the average value of shipments and the direct costs, shown in 
table 17, increases with the size of plant, both in 1962 and 1968. In 
conjunction with the profit figures, these data indicate that larger 
plants have advantages over smaller plants in the production and sale 
of knitted goods. 


No detailed analysis of companies reporting losses was under- 
taken because there were too few to provide a useful sample. Five 
companies each reported losses in two years and four others, each in 
one year. 


99402—33 
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IMPORTS OF SWEATERS 


Until about 1964, Canadian manufacturers supplied more than 
90 per cent of the sweaters marketed in Canada. Between 1962 and 1964, 
imports of Italian woollen sweaters increased and, in 1965, 
Asian sweaters of man-made yarns also began to be imported in greater 
quantities. By 1967, imports of all sweaters had expanded very sub- 
stantially and constituted about 28 per cent of the total Canadian 
market supply in that year; in 1968 they supplied about 36 per cent of 
the total market. Imports of woollen sweaters declined by about ten 
per cent, in 1969, but imports of other fibre types more than offset 
this decline with the result that imports supplied about 44 per cent 
of the total market volume, in 1969. Some of the relevant statistics 
are presented below. 


Table 22: Imports of Sweaters, by Principal Fibre, 1961-69 


Other-than Total 
Wool wool Imports 
— thousand dozen — 

1961 87 a0 iia 
1962 92 25 127 
1963 AL 26 167 
1964, Hits Sy. 186 
1965 Lig 77 278 
1966 PE: 314 viene 
1967 182 tise 641 
1968 267 767 OSH 
1969 PII) 963 diy 4 


—- value for duty in million dollars - 


1961 ie (Svea bee 
1962 sr8) 0.6 5.6 
1963 Pes: O25 8.4 
196k spr 0.9 9.0 
1965 9.1 2.2 is pe 
1966 ies Heys 14.9 
1967 8.8 (es dW Staal 
1968 15 126 By bya 
1969 Higbee ESS, 26.0 


Source: DBS Cat. No. 65-004 


It is evident from the table that whereas woollen sweaters 
were the principal kind imported before 1965, in terms of volume, 
other-than-wool sweaters became much more important thereafter, and, 
in 1969, accounted for 80 per cent of total imports. However, they 
constituted only 57 per cent of the value of imports in 1969. 
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Imports of woollen sweaters increased by almost one-third in 
1966 and then fell and rose in alternate years between 1967 and 1969. 
In 1969, 49 per cent of the volume and 47 per cent of the value, of 
the woollen sweaters sold in Canada, were produced in foreign countries. 


The increased imports of sweaters of fibres other—than-wool, 
in 1965, resulted mainly from much larger shipments from Japan, Taiwan, 
Hong Kong and, to a lesser extent, Italy and the U.S.A.3; the three 
Asian countries accounted for about 80 per cent of the increase. In 
1966, imports of sweaters containing man-made fibres more than trebled 
and continued to increase rapidly; in 1969 they constituted approxi- 
mately 42 per cent of the other-—than-wool sweaters sold in Canada. 
However, because a large part of these imports were low-priced rela- 
tive to Canada-made sweaters, they accounted for only 32 per cent of 
the market value of all other-than-wool sweaters sold in Canada. 


Origin of Imports 


The origin of imports changed greatly as imports rose. In 
1962, the year before the first large increase in imports of woollen 
sweaters occurred, about 80 per cent of these sweaters were imported 
from Britain and Italy; Britain, alone, supplied 64 per cent of the 
total. In 1969, these two countries, together, supplied only 34 per 
cent of the total imports and Hong Kong, alone, 47 per cent. 


Table 23: Woollen Sweaters: Imports by Principal Country 
of Origin, 1961, 1965 and 1969 


1961 1965 1969 1961 1965 1969 
1000 dozen $ maeone! 
Britain sos 622 Bae 2.9 Bae 3.3 
Italy 12.6 57.1 27.1 0.5 Deh eh 
Hong Kong 0.2 29 ok a Ser * aie A hey 
Others 18.5 30.0 GSD iL ZO ee 2.0 
Total 86.5 178.8 Pia Ss as pat aS 
% of volume % of value 
Britain 63.9 Syie: B2.k 65 £0 1.8 29.7 
Italy U4.6 31.9 ae 12.2 26.8 eee, 
Hong Kong O82 Lows ie sd. 0.4 ihe) 3956 
Others PATS, 16.8 Lhe AS: ont 1579 Rh oeee 
Total 100.0 100.0 100.0 £0050 100.0 100.0 


(a) Value for duty 


Source: Derived from DBS Cat. No. 65-004 
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An even greater change occurred in the origin of imports of 
sweaters of other-than-wool. In 1964, before imports of these began 
their steep rise, one-third of the total originated in Japan and about 
17 per cent in Italy and the U.5S.A., combined; the remaining 50 per 
cent consisted of relatively small shipments from a large number of 
countries. In 1969, the largest foreign suppliers were Taiwan and 
South Korea with 33 per cent and 23 per cent, respectively, of the 
total imports. Five major, Asian suppliers, together, accounted for 
about 85 per cent of the total volume and value of Canadian imports of 
sweaters containing man-made fibres. 


Table 24: Other-—than-wool Sweaters: Imports by Principal Country 
of Origin, 1961, 1965 and 1969 


1961 1965 1969 1961 1965 1969 
000 dozen $ million(@) 
Hungary - * Ae - % On 
Poland - Fe ek ~ * O71 
Roumania “ - 2981 - - O33 
Hong Kong QFE 8.6 113 2 * O.1 a9 
China (b) = . 73.9 “ ce ihr) 
Japan 6.7 3S.ab 1O7 25 * ald 1.9 
South Korea i= 0.2 pels ~ * a5 
Taiwan 2 18.5 SGI - 0.2 We3 
UsS.A. 0 ae, B05 Se) opal O21 
Others £0.1 28.0 digas 0.3 OF wes 
Total 38.8 95h 963.4 On 7 pps pe 
% of volume % of value 

Asia(c) 21.5 65.8 86.4 9.6 65.1 84.1 
E. Burope ° - Tc 9.0 - 0.2 6.8 
Other 13.4) Bb Py 6 O. Mle Slaze 
Total 100.0 100.0 LOOBO 100.0 100.0 100.0 


(a) Value for duty 
(b) Peoplets Republic of China 
(c) Regional breakdown based on major suppliers only 


Source: - DBS Cat. No. 65-004 


In 1964, Japan was the largest single source of imports of 
other—than-wool sweaters with about one-third of the total and Hong 
Kong and Taiwan, together, supplied an additional seven per cent. In 
1969, the principal Asian suppliers, together, accounted for about 85 
per cent of the volume and value of imports of such sweaters. By 
1969, three Asian countries were exporting more sweaters of other-than- 
wool than Japan and a fourth was not far behind Japan. As the table 
indicates, 95 per cent of the volume and 91 per cent of the value of 
imports in 1969, of these sweaters, were from so-called, low-cost 
countries in Asia and eastern Europe. 
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As the preceding indicates, the origin and volume of Cana- 
dian imports of sweaters changed dramatically during the 1960's. At 
the beginning of the decade Britain was the largest single external 
supplier of the Canadian market, the other major suppliers were Italy, 
Japan and the U.S.A.; in 1961, Britain accounted for 49 per cent of 
Canadian imports and, together with Italy and the U.S.A., for almost 
70 per cent of the total. By 1969, these three countries accounted 
for only ten per cent of the total. In 1961, the only Asian countries, 
which exported substantial numbers of sweaters to Canada, were Hong 
Kong and Japan; their combined shipments to Canada amounted to 12 per 
cent of the total volume, in that year. In 1969, the principal Asian 
suppliers were Hong Kong, the People's Republic of China, Japan, 
South Korea, and Taiwan; together, they exported nearly one million 
dozen sweaters to Canada, about 80 per cent of total imports. 


Table 25: All Sweaters: MImports by Principal Country of Origin, 


apy) Be Ol al COONONeLIG9 Ul ye want) peewee 
1961 1965 1969 1961 1965 1969 


000 dozen $ thousand(a) 

Britain 60.9 65.9 Cue 3 O37 32 2, So kied 3 feo 
Italy ie Ree ag a Aes BO ae NOS oe bel BoO 
Hungary - * Lee - ‘OFrs) 55e20 
Roumania ~ ~ eo - ~ Cele. 
Poland * ie sore! O25 iG) te 168.0 
Hong Kove Spe a6 ao 9230 peal 559.8 (aie, 270.0 
China(4 = je 79.5 = Pees 20 
Japan 12.0 re, Pee 200.0 elo 2.25050 
South Korea x Go) eon f : Wee Ap ohhe 
Taiwan - desl 325s ~ 263.0 * 4,643.0 
USA yA es) Dg li: LOO 308.1 LERSO 
Other Aig od: 265) aLi6 819.0 Ieife.o ie 

Total Les 2 eae ll, 0520 5 eee TL. 317. Sagoo 

% of volume % of value 

ue Europe?) 59.7 46.9 8.9 69.9 57.8 21.5 

gen * Kopel Ts % eo: qiveel: 
ie 12.0 Ee) 80.7 Lao Fos eat) 68.4 
Other 28.3 tL. ore 25.6 Bee Ga 

Total 100.0 10030 100.0 100.0 100.0 100.0 


(a) Value for duty 

(b) Britain & Italy only 

(c) Based on major suppliers only 
(d) Peoplets Republic of China 


Source: Derived from DBS Cat. No. 65-004 


It is evident that Asian countries are now the principal 
foreign suppliers and the relative importance of western European sup- 
pliers, mainly Britain and Italy, is rapidly declining. It is also 
evident that eastern European suppliers are rapidly increasing their 
exports to Canada, although, as yet, their share of the total is not 
large. The rapidity with which Asian countries have gained dominance 
with respect to imported sweaters is also noteworthy, as is the fact 
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that Asian and eastern Kuropean imports constitute a larger percentage 
of the volume than of the value of imports, indicating that imports 
from these areas are generally of cheaper sweaters than those origi- 
nating in other regions. 


Price is clearly the major factor related to the large in- 
creases in imports of all sweaters and also to the change in sources 
of supply. Woollen sweaters imported from Hong Kong are substantially 
lower in unit value than those imported from western Kurope; other- 
than-wool sweaters from Asian and eastern European countries are also 
much cheaper than those imported from western European countries. 
However, it is important to note that comparisons of unit values cannot 
take into account differences in style or quality which may be very 
important to consumers; the stability of imports of relatively high- 
priced, British, woollen sweaters is evidence of this. 


Average Values of Imported and Domestic Sweaters 


As the following table indicates, British, Italian and 
Canadian-made woollen sweaters are priced significantly higher than 
the sweaters from Asian and eastern European countries. In spite of 
this the British, Italian and Canadian-made woollen sweaters accounted 
for about two-thirds of the market volume for woollen sweaters in 
Canada in 1969 - obviously they have an appeal other than price. 


Table 26: Woollen Sweaters: Average Values of Imports and of 
Canadian Shipments, 1967, 1968 and 1969 


Value for Duty Est. Wholesale Value(@) 
1967 1968 1969 1967 1968 1969 

$ per dozen $ per dozen 
Britain 63.82 56372 <9 60290 99.36 88.34 94.82 
Italy lileo> IRV ae fi pyres) Sie 83.95 88.40 
Poland 30.98 3265 26.49 serie oie Lie) 
Hungary haat 2600 2/1203 13.45 on 3d Bee ys 
Hong fone 36.69 3L.02 Sip") 65.26 60.76 65.71 
China\b 29.03 30.16 33.83 Pe he 95 57.18 
Japan 212 30.67 R7aus 13213 53.92 16.98 
Taiwan BUAig 30.18 41.80 568 5h 53.08 70.69 
Cdn, Shipments 
Ments 2 _ - 82.25 89.32 ae, 
Woments = = = 64.24 61/4 3le Mes 
Total(c) 4 : “ 72.76 77.66 81.,23(d) 


(a) Duty-paid value plus 32 per cent 
(b) People's Republic of China 

(c) Includes Children's sweaters 

(d) From T.B. survey 


Source: Derived from DBS Cat. No. 34-215, 65-004 
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A comparison of unit values of imports and of Canadian ship- 
ments is given in the following table, for sweaters of man-made fibres; 
such sweaters accounted for nearly 75 per cent of Canadian imports, in 
1969. It should be noted that this classification does not correspond 
with the "other-than-wool" sweaters shown in other tables; it excludes 
shipments of "other" sweaters and sweaters classified in s.c. 784-79 
in the import statistics. 


Table 27: Man-made Fibre Sweaters: Average Values of Imports 
and of Canadian Shipments, 1967, 1968 and 1969 


Value for Duty Est. Wholesale Value(a) 
1967 1968 1969 1967 1968 1969 
$ per dozen $ per dozen 

italy 36.33 28.61 B87 68.30 50.40 54.26 
Hungary 7ToAh Coe ps0 i3.is 27510 eles 3. 
Roumania Lee lp 1.63 beck 28.54 26.39 29.08 
Hong Kong 20s DL 1915 17.09 Boe. 33.65 29.12 
China (b) 1.86 162 te P5277 26.27 27.00 . 26.77 
Japan veo / 16.90 wees SleoL 29471 pa Ol 
S. Korea 7sh0 16.51 ee Te 30.89 28.96 ene97 
Taiwan 12.65 aly ale: 13 7 a 26.59 SU: 
Cdn. Shipments 
Aerylic 2 . = Re eal WM Fa (0 (9) 
Textured filament - = _ 3h..09 36.3464) . 
Av. of above ~ - - 39.13 1.0.71,64) aA 


(a) Duty—paid value plus 32 per cent 

(b) Peoplets Republic of China 

ts) From T.B. survey 

d) Excludes children's for textured filament yarn 


Source: Derived from DBS Cat. No. 34-215, 65-004 


In 1969, Canadian shipments accounted for 57 per cent of the 
total volume but for 66 per cent of the total value of sales of the 
sweaters listed in the table. The differences between the average 
values of Canadian shipments and the estimated wholesale values of the 
"low-cost" imports suggest that Canadian manufacturers are differen- 
tiating their products in style, color or otherwise, in order to 
retain this proportion of the market. 


Imports and Canadian Production - A Review 


Imports of Asian and eastern European sweaters of other-than- 
wool yarns began to enter in large numbers in 1965 and increased sub- 
stantially in volume each year thereafter. In contrast, the volume 
of Canadian shipments increased in 1964 and 1965, declined in 1966 and 
1967, increased in 1968 and declined again in 1969. In terms of value, 
Canadian shipments continued to rise between 1965 and 1968 but fell 
by nine per cent in 1969, in spite of a rise in the unit value of ship- 
ments of these sweaters. During this period total imports increased 
from six per cent of the total market volume to 42 per cent of the 
total. 
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Table 28: Comparisons of Canadian Shipments of Sweaters and. 
Imports, in terms of Estimated Wholesale Value(a), 


1965-69 
1965 1966 1967 1968 196 
thousand dozen 
Wool 
Shipments 3h2 348 280 316 252(c) 
Imports, Asia & E. Eur. (b) 45 89 Ui, 138 142 
Other imports 13h 149 105 ey 100 
Other-—than-wool 
Shipments L525. veils bums 122 ae 500eR aie shlc) 
Imports, Asia & E. Bur. (b) 66 Zio 419 708 oi? 
Other imports 93 Ad Al 9 45 
Wool million dollars(#) 
Shipments 23.6 Th.05.7  P20eh aly 21.2(¢) 
Imports, Asia & E. Eur, (b) 9.2 Si, Bo Mes 8.1 9.1 
Other imports £2:0 1235 Oe) a1 5 O33 
Other-—than-wool 
Shipments 51s. gk. Se kieGas [um LisSe smh royal 
Imports, Asia & E. Bur, 6b) 246 Ge5 LOSS 19.4 2ee9 
Other imports aes yy 2,0 2.6 ea3 


(a) Value of imports shown is duty-paid value plus 32 per cent 
(b) Principal suppliers only 
(c) Based on T.B. survey 


Source: Derived from DBS Cat. No. 34-215, 65-004 


Between 1965 and 1969 total sales in Canada of other—than- 
wool sweaters rose by 655,000 dozen and $24.1 million while imports 
increased by 864,000 dozen and $21.2 million. Thus, the total market 
volume expanded substantially but shipments of these sweaters, by 
Canadian producers, actually fell by 209,000 dozens, although their 
value increased by about $3 million. Sweaters from the principal Asian 
and eastern European suppliers accounted for most of the additional 
volume and value of imports. 


The developments with respect to woollen sweaters have been 
somewhat different. The volume of Canadian shipments of woollen 
sweaters fell by about 50 per cent between 1952 and 1962, probably 
largely as a result of the substitution of man-made fibre yarns for 
woollen yarns, particularly in lower-price ranges; the value of ship- 
ments declined by less than 20 per cent in this period. Imports of 
woollen sweaters increased significantly after 1962 and, therefore, 
the changes in Canadian production patterns up to that year would have 
been largely in response to domestic market conditions. 


Canadian shipments of woollen sweaters were much larger in 
1963 and 1964 than in 1962, in spite of the relatively large volume 
of imports in those years. Almost all of the additional imports ori- 
ginated in Italy and consisted of sweaters whose average estimated 
wholesale value was considerably higher than that of the unit value 
of Canadian shipments. In 1965, woollen sweaters from Hong Kong began 
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to enter Canada in volume but it was not until 1966 and 1967 that im- 
ports from Hong Kong consisted of relatively low-priced sweaters, 
compared either with those imported from western Europe or with 
Canadian-made woollen sweaters. Imports of relatively low-priced 
sweaters from Taiwan and the Peoplets Republic of China also increased 


in 1966 and 1967. 


The initial impact of the larger volume of low-priced im- 
ports appears to have been on imports from Italy, which declined by 
more than one-half between 1966 and 1967 and have continued to enter 
in a smaller volume since. Canadian shipments of woollen sweaters 
actually increased slightly between 1965 and 1966, but have generally 
declined in the past few years, in a somewhat erratic pattern. 


Table 29: Average Value of Shipments of Canada-made Sweaters 
Compared with Estimated Average Wholesale Value of 


Imports(@), 1965-69 
1965 1966 1967 1968 1969 


per dozen, est. wholesale value 


Wool 

Shipments 68.92 73.76 72.76 77.66 8h.236d) 
Imports, Asia & BE. Eur.(4)(c) 72,20 55.50 58.14 58.60 63.84 
Other imports 9.09. 83.97 98.2) “86,96 93.59 
Other—than-wool 

Shipments 33.55 35.93 39.94 39.65 h1.12(b) 
Imports, Asia & E. Bur.(#)(c) 39,30 23.68 25.82 27.13 24.92 
Other Imports Hie oi ey ee Mais 3 SUL 


(a) Duty—paid value plus 32 per cent 
(b) Based on T.B. survey 
(c) Principal suppliers only 


Source: Derived from DBS Cat. No. 34-215, 65-004 


As the unit value comparisons indicate, the differences 
between the average values of Asian and eastern European imports and 
those of Canadian shipments are so large that price is clearly the 
principal reason for the large volume of imports from these countries. 
Of course, it is equally clear that Canadian manufacturers cannot sup- 
ply comparable sweaters, in the price ranges of these imports, in 
spite of the protection afforded by costs of transportation, duty and 
other factors, which, together, amount to about 70 per cent of the 
value for duty. 


Volunta Restraints on orts of Knitted Wear to Canada 


There are no restraints relating specifically to exports of 
sweaters to Canada. However, Japan and the Peoplets Republic of China 
have been exercising restraints on exports to Canada of knitted 
garments of certain man-made fibres since 1960 and 1963, respectively. 
For Japan, the restraints apply to all knitted wear of spun rayon and 


Ah 


synthetic fibres and include certain blends of synthetic and natural 
fibres of varying proportions; for the People's Republic of China they 
apply to knitted garments of man-made fibre yarns. 


Current Restraints on orts of Knitted Wear to Canada 
Relevant Period Maximum 
Country Product Fibre 12 Months Ending: Quantity 
dozens 
Japan Knitted wear Spun rayon and December 31, 401,082 
synthetic 1969 
People's 
Republic Knitted 
of China garments Man-made fibres dua yal 31, <k970 Lea 


The maximum quantities shown, apply to knitted wear of all 
kinds; thus, to the extent that sweaters are exported, the volume of 
other knitted wear is reduced. 


EXPORTS 


Exports of Canadian sweaters have increased in recent years, 
but even in 1969, the peak year, only about 12,000 dozens, valued at 
$943 , 000 were shipped abroad. In terms of volume, the West Indies and 
the U.S.A. have been the principal destinations; in terms of value, the 
U.S.A. has been, by far, the most important market for Canadian-made 
sweaters. Although Canada exports sweaters to a large number of other 
countries, the quantity and value of exports vary considerably from 
year to year. Since 1965 exports to the West Indies and the U.S.A., 
together, have varied between 69 and 95 per cent of the volume and 80 
to 96 per cent of the value, of total exports of Canadian-made sweaters. 
Judging by the average values, most of the exports to the U.S.A. have 
been to supply a small, high-priced market. 


TabLe’ 30: Exports(@) of Canadian-made Sweaters, by Principal 
Destination ,1961-69 


Commonwealth 

__ Caribbean f elteg Uae tet gs aor 9 _All Countries _ 

doz. $000 doz. $000 doz. $000 

1961 3h5 1 oy oir: 59.4 aleo(aea 96.5 
1962 728 S245 die LS 206.9 BINNS 286.8 
1963 9h Seo” Lilet 4 238.9 3, 609 oe ot 
1964 i220 Ah.O 1,607 301.8 3,629 SU 
26> ul 2 115.4 leew {e CT iad 5, 888 461.5 
1966 3,960 ag: Lilie 264.3 6, 870 482.1 
1967 4,102 158.0 2,660 3230 9, 829 601.0 
1968 pee ey: 51.0 4,099 505.0 5,768 583.0 
1969 BsO8/ L25e0 8, 4.50 782.0 LL Oleg 943.0 


(a) Re-exports are excluded 


Source: DBS, Cat. No. 65-004 
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CONSUMPTION OF YARNS BY CANADIAN SWEATER KNITTERS 


The principal yarns used in the manufacture of sweaters are 
wool, spun acrylic, and textured filament yarns of nylon, polyester 
and cellulose acetate. These yarns are produced by spinners and 
throwsters. There are no published statistics relating to yarns used 
only in the production of sweaters and yarns suitable for knitting 
sweaters can be used in the manufacture of knitted dresses or other 
knit goods. Therefore, the quantities which are used in the manu- 
facture of sweaters in Canada must be estimated. 


The Man-Made Textiles Association estimated that the foll- 
owing quantities of yarn are used in the production of sweaters: 


Wool and Acrylic and 
Mixtures Mixtures 


pounds per dozen 


Ments TOGO 9.0 
Woments 8.0 0 
Children's 50 ia ge 


By applying these average weights to the approximate Canadian 
production in 1969, as established by the Tariff Board survey, it is 
estimated that consumption of yarns in the manufacture of sweaters by 
Canadian knitters totalled 11.3 million pounds in that year. By fibre, 
the estimated use was 2.3 million pounds of woollen yarns, 5.7 million 
pounds of acrylic yarns and 3.3 million pounds of other yarns. 


The estimated consumption of yarns in Canadian-made sweaters, 
for the period 1964-69, are reproduced in the following table. 


navies. Mere iyatad sels) of Yarns in Canaddan-meadé 


Sweaters, 1964-69 


Woo1(c) Acrylic(c) Other(¢e)(d) Toba. 
thousand pounds 


1964, SNe 2 5,539 2,986 11,797 
1965 3,023 Tsoi 3,109 13,346 
1966 oT OyS 6,625 Sot 13,075 
1967 27520 6553 By 352 12,425 
1968 2,839 6,647 3,615 a3.101 
1969(b) 2,266 5,685 83312 11,263 


(a) Based on conversion factors used by Man-Made Textiles Association 
(b) Based on T.B. survey 

(c) Includes mixtures 

(ad) Mainly textured yarns 
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The available information suggests that acrylic yarns are 
the principal kind imported in significant quantities for the manu- 
facture of sweaters. According to the Association's estimates, imports 
of these yarns have increased in each year since 1964, when they sup- 
plied nine per cent of the total consumption of acrylic yarns used in 
sweaters. In 1969, approximately 3.5 million pounds of acrylic yarns 
were imported of which about 75 per cent or 2.6 million pounds were 
estimated to have been used in the manufacture of sweaters, according 
to a spokesman for the Association. This suggests that nearly one- 
half of the acrylic yarns used by Canadian sweater knitters are im- 
ported. 


Five Canadian manufacturers produce the man-made fibres which 
are used in yarns; they are listed below according to the kind of fibre 
which they produce. 


Kind of fibre Company 
Cellulose acetate filament Chemcell Limited 
Acrylic staple fibre Du Pont of Canada Limited 
Polyester filament Millhaven Fibres Ltd. 
Nylon filament Courtauld's (Canada) Ltd. 


Du Pont of Canada Limited 
Millhaven Fibres Ltd. 
Union Carbide Canada Limited 


As the above indicates, acrylic staple fibre is manufactured 
by only one company in Canada; acrylic yarns accounted for 50 per cent 
of the total Canadian consumption of man-made and natural fibre yarns 
and for 63 per cent of the man-made fibre yarns, in 1969. Cellulose 
acetate and polyester filament, each, are also produced by only one 
company. 


It was said at the public hearing that fibres account for 
about 45 per cent of the cost of dyed acrylic yarn and that 
Japanese acrylic fibres can be laid-down in Canada at 65 to 70 cents 
a pound. This was said to be 25 cents a pound or about 36 per cent, 
less than the cost of domestic, branded acrylic (Orlon) fibres. 
(Von 25. Sede. 226 ) 


Evidence given by sweater manufacturers and others also 
indicated that Canadian, unbranded, dyed, acrylic yarns were priced at 
$1.90 to $1.95 per pound, compared with a laid-down cost of $1.75 to 
$1.80 for dyed, acrylic yarns imported from Japan. (Vol. 1, p. 71, 
95; Vol. 2, p. 218) It was claimed that acrylic yarns can be pur- 
chased by Asian sweater manufacturers at 95 cents to $1.05 a pound 
compared with a cost in Canada for domestic acrylic yarn of $1.95 a 
pond. (Voli2, p, 26) 


It should be noted that acrylic yarns constitute about 57 
per cent.of the total cost of purchased inputs of a Canadian sweater 
knitter and, also, that the branded Canadian acrylic yarn, "Orlon", 
costs 15 cents a pound more than the unbranded. 
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REPRESENTATIONS 


In this Reference, the Board was not requested to make re- 
commendations relating to the relevant tariff items. Consequently, 
the representations of the various parties dealt with the broad issues 
involved. 


Nine briefs were submitted to the Board in connection with 
this Reference; five were on behalf of parties who deemed that they 
had been injured by the rapid increase of imports of sweaters; three 
others opposed such a conclusion, One, that of the British Hosiery & 
Knitwear Export Group, said imports from Britain had not increased and 
therefore could not be involved in the difficulties of the Canadian 
sweater industry. The briefs which claimed injury to Canadian industry 
were submitted by: 


Knitters Association of Canada 

Standard Knitting Co. (1967) Ltd. 

Man-Made Textiles Association 

The Canadian Chemical Producerst Association 

International Ladiest Garment Workers’? Union 
(Apt CLO=0LC} 


Those which claimed that no injury had resulted from imports 
were submitted by: 


A group of ten importers of sweaters 
White Stag of Canada 
The Japan Textile Products Exporterst Association 


Submissions of the Sweater Knitters and Their Supporters 


In general, the sweater knitters, including Standard Knitting 
Co. Ltd., claimed that the increased volume of imports, in recent years, 
particularly of sweaters of other-than-wool from Asian and eastern 
European countries, had taken over a large part of the Canadian market 
for staple lines of sweaters. This, they said, had resulted in forcing. 
Canadian knitters to specialize in highly styled, specialty sweaters. 
They claimed that, although the Canadian market had expanded substan- 
tially in recent years, Canadian knitters had not participated in this 
growth, 


A summary of the principal points made by the Knitters 
Association follows. 


iy The Canadian market for sweaters has increased substantially 
in recent years but Canadian production has declined with a 
consequent loss of job opportunities which might have resulted 
from a growth of Canadian output. 


ae Imports now supply a very large proportion of the Canadian 
market and this, in itself, is serious injury. 


oe About 90 per cent of the imports are from low-cost countries 
and are laid down in Canada at prices below North American costs; 
this affects the entire market adversely. 
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ls Unless remedial action is taken, imports will capture an 
increasing share of the Canadian sweater market to the point 
where Canadian production will be almost wiped out. 


The Man-Made Textiles Association on behalf of Canadian 
spinners, throwsters and fibre producers, supported the position of 
the knitters. Their spokesmen said that in so far as Canadian pro- 
duction of sweaters had been prevented from expanding by the rapid in- 
flux of relatively low-priced imports, Canadian spinners, throwsters 
and fibre producers had been deprived of a market for their products. 
Although their brief made many references to imports of yarns, such 
imports are outside the terms of this Reference. 


The Man-Made Textiles Association summarized its position as 
follows. 


Hs Sweater manufacturers paying Canadian wage rates cannot 
compete with Asian countries, nor can they compete with the pro- 
ducts of state-trading countries where costs are not the deter- 
minant of export price. 


Za The loss of the market for the end-product, sweaters, is 
reflected in loss of the market for the products of fibre pro- 
ducers, spinners and throwsters, 


The Canadian Chemical Producers't Association expressed their 
concern at the loss of the market for chemicals used in the manufacture 
of man-made fibres and filaments. In general, they took the position 
that the loss of a part of the market for Canadian sweaters would be 
reflected in a smaller demand for certain chemicals. The Association 
also claimed that a larger market for their products had beneficial 
effects with respect to increasing the store of research and develop- 
ment knowledge of the chemical industry. 


The International Ladiest Garment Workers Union (I.L.G.W.U.), 
in its brief, supported the claim that imports had affected the growth 
of the sweater knitting industry and said this had resulted in a loss 
of employment to Canadian workers. Also, the Union expressed concern 
regarding the possibility of a further loss of employment. 


The parties whose views are outlined above were in general 
agreement that the difference between the laid-down cost of the lower- 
priced imports and comparable Canadian-made sweaters was so great that 
tariff rates of a reasonable magnitude would be ineffective in halting 
the increased volume of imports. In this connection, the spokesman 
for the Knitters Association said, 


Wage) this: is mot ethewsort vet Ciinethay could. be dea lu wach 
by any tariff rates. Tariff rates of 100 per cent would 
not do it. So the only solution we see ourselves is quan- 
titative restrictions ...'t (Vol. .2, p.,.258) 


The I.L.G.W.U., in its brief, agreed that quantitative re- 
strictions would be one of the alternatives it could recommend for 
consideration, but went beyond this, as the following indicates. 
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"In considering the sweater problem in isolation from the 
problems created by imports of other apparel items, the 

only remedies lie either in the heightened custom duties 

or else in the negotiation of agreements with the offending 
nations to limit their shipments here. But, a piece-meal 
approach, however effective it may be for a time, contains 
its own seeds of destruction. We have seen in the recent 
past how imports of product after product in apparel and 
textiles have been rising and how our market has been invaded, 
principally from the low-wage countries. We have witnessed 
how unduly limiting criteria in defining a particular item 
of apparel in bilateral agreements with foreign nations in- 
duced minor shifts in fiber blends and effectively eroded the 
intent of the agreements."* (Vol. 2, p. 402) 


Submissions of Importers of Sweaters 


A group of ten importers disagreed with the views expressed 
by the Canadian sweater knitters and their supporters. They said the 
increased imports of sweaters reflected a swing in Canadian consumers? 
preferences towards knitted goods and, more specifically, for knitted 
goods of other-than-wool yarns. They claimed that the customs tariff 
and other factors provided adequate protection for Canadian sweater 
knitters and that knitters who had taken advantage of the fashion 
trend towards knitted goods had expanded their operations. They also 
drew the Board's attention to the benefits to consumers of the avail- 
ability of low-priced sweaters in the Canadian market. 


The principal arguments of the importers were as follows: 


a The volume of imports of knitted sweaters has increased in 
recent years because of the fashion trend towards these goods 
and, therefore, reflect changes in Canadian consumerst preferences. 


ae Canadian knitters have many advantages in competing with 
imported sweaters. These include the existence of very high 
tariff rates; the general use of highly automated knitting equip- 
ment in Canada in contrast to the prevalence of hand-frame ma- 
chines in Asian countries; the much shorter time required between 
placing an order and receiving finished goods from a Canadian 
manufacturer relative to a knitter in Asia; the ability of 
Canadian knitters to adjust their output quickly in order to take 
advantage of a change in styles. 


3. The impact of imports on Canadian knitters should be judged 
in terms of the total output of knitted goods, not just sweaters, 
in order to take account of profitable adjustments of the industry 
to changes in market demand to related goods produced by the in- 
dustry. 


he Imports of knitted sweaters have been effective in holding 


down the average prices of these goods during a period of in- 
flation when the cost of living has increased greatly. 


99402—4 
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White Stag of Canada, in its brief, informed the Board that 
it and certain associated companies manufactured "bottoms" which were 
designed to be sold in conjunction with co-ordinated knitted "tops", 
The company claimed that, for a variety of reasons, its requirements 
could not be supplied by Canadian knitters, many of whom were in direct 
competition with White Stag. 


The company claimed that most of the sweaters which it im- 
ported were of a type that cannot be produced readily in Canada and 
which were sold in Canada at generally higher prices than the average 
of Canadian-made knitted goods, It said that the ability to import 
the special types of sweaters had enabled the company to expand its 
output of "bottoms" very substantially and urged that any material 
change in its ability to continue to import such goods would put the 
company out of business. 


British Hosie & Knitwear ort Grou 


The British Hosiery & Knitwear Group said that imports of 
sweaters from Britain had been predominantly of woollen yarns and of a 
class of goods not obtainable from other sources. These, they said, 
cater to a luxury trade and complement rather than compete with 
Canadian production. The Group pointed out that the rise in imports 
of sweaters had not occurred in any of the classes of goods of which 
Britain is a significant supplier and, in fact, British shipments to 
Canada had declined slightly since 1965. Therefore, the Group claimed, 
imports from Britain cannot be regarded as a serious threat to 
Canadian manufacturers. 


The British Export Group drew the Board's attention to the 
accelerated tariff reductions arising out of the G.A.T.T. Kennedy 
Round negotiations and the resulting reduction in the Commonwealth 
margin of preference and noted that this placed imports from Britain 
in a relatively less favorable position with respect to goods where 
price considerations are important. They also cited certain disadvan- 
tages of exporters to the Canadian market, including freight charges, 
the additional cost of packaging for export, higher costs of communi- 
cating with and visiting prospective buyers, the cost of longer credit 
terms because of the longer period during which goods are in transit 
and the additional costs of maintaining stocks in Canada in order to 
provide service to customers. 


The Japan Textile Products orterst Association 


The Japan Textile Products Exporters! Association, in its 
brief, said Japanese exports of knitted wear have been declining as a 
proportion of Canadian imports of these goods and, in effect, Japanese 
producers were competing not with Canadian industry but with textile 
industries in other countries. The brief drew the Board's attention 
to the fact that knitted wear exported to Canada is subject to certain 
limits agreed to by the Governments of Japan and Canada and said that 
any additional artificial barrier to the entry of Japanese knitted 
wear would, therefore, seem inappropriate. 


a 


The Association's brief reviewed the growth of the Canadian 
knitting industry with respect to size of enterprise, employment, out- 
put and equipment used, and concluded that the changes in the volume 
and value of Canadian shipments of sweaters relative to other knitted 
goods were due to the rationalization of the Canadian industry in 
recent years. (Vol. 2, p. 379) 


Both this brief and that of the British Export Group commented 
on the overall trade situation between Canada and their respective 
countries and both drew the Boardts attention to Canadats favorable 
balance of trade in each case. 
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SUMMARY AND CONCLUSIONS 


In his letter of reference the Minister directed the Board to 
make a study of the impact of imports of knitted outer garments nor- 
mally described as sweaters, cardigans or pullovers, on the Canadian 
producers of these garments and the producers of other related products. 
The letter indicated that the Government wished to have the most per- 
tinent information which could be obtained regarding the production, 
consumption, marketing, imports and exports, of these products. 


Perhaps the most striking aspect of the sweater business in 
Canada has been the extent of the changes which have taken place, 
particularly in the last few years. 


In the decade between 1951 and 1961 the market for sweaters 
increased by about 50 per cent, from about one million dozen to 1.5 
million dozen. From 1961 to the present, the market continued to ex- 
pand but at a much faster rate; in 1968 and 1969 the total market was 
close to 2,800,000 dozen, about 80 per cent larger than it was in 1961. 


Shipments of sweaters by Canadian knitters increased from 
about 1,400,000 dozen in 1961 to about 1,800,000 dozen in 1965, 1966 
and 1968; in 1967 shipments were about 1,700,000 dozen. However in 
1969, they were probably less than 1, 600.000 dozen, the lowest figure 
since 1963. 


Thus, although the total market increased considerably, the 
share of the market supplied by Canadian knitters has been declining 
quite rapidly since about 1965. Up until 1965, Canadian knitters had 
consistently been supplying about 90 per cent of the Canadian market; 
in 1965, imports accounted for about 13 per cent of the market, in 1967 
about 27 per cent, in 1968 about 36 per cent, and in 1969 probably 
about 44 per cent. 


From 1961 to 1969 not only did the volume of imports change 
substantially but also their sources, their fibres and their prices. 
In 1961, total imports were about 125,000 dozen, over 40 per cent of 
which were woollen sweaters from the United Kingdom with a value for 
duty of over $50.00 per dozen; in 1969, imports totalled about 1,200,000 
dozen, over 50 per cent of which were other—than-wool sweaters from 
Taiwan, Hong Kong and South Korea, with an average value for duty of 
about $15.00 per dozen. 


From the foregoing, it is obvious that the sweater market in 
Canada has undergone a considerable change, particularly in the last 
few years. 


It is some times contended that "low-cost" imports create 
their own market and consequently do not affect the market of Canadian 
producers; in the Boardts view, this is not so in the case of sweaters. 
What appears to have happened is that "low-cost" imports, to a consi- 
derable extent, have taken over the market, at least in the lower price 
ranges, for "staple" sweaters, such as back-to-school sweaters for 
children and the classic pullover-—cardigan set for women. It is the 
Canadian sweater industry that has created the new market, or at least 
expanded and developed the market as well as the market for other 
garments of knitted fabrics. The Canadian sweater manufacturers 
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developed a market for sweaters which were different from the low- 
cost imported ones; they concentrated on high fashion sweaters, 
introduced fancy knits and ornamentation of various kinds, they 
offered a wide range of colours and yarns. Canadian knitters informed 
the Board that whereas formerly they might change about 10 per cent 

of their line each year, which meant that on the average a particular 
style ran for about ten years, today they carry over from one year to 
the next only about one-third of their styles which means that the 
life of a style is now about three years. 


Thus, an examination of the figures of consumption, pro- 
duction and imports does not reveal the significant changes which 
have been taking place in the Canadian sweater industry. These 
changes have enabled the Canadian industry, at least up until 1969, 
to maintain shipments at a high level, and at prices which appear 
to have resulted in reasonable financial returns. 


However, information obtained in the Board's survey of a 
number of sweater knitters suggests that in 1969 Canadian shipments 
declined substantially, perhaps by as much as 15 per cent, in volume, 
from the 1968 figures. 


Whether the policies of innovation and flexibility which 
enabled the Canadian industry to adjust to the rapid and substantial 
increase in the imports of "low-cost" sweaters in recent years will 
be as effective in the future is uncertain. 


One thing seems clear - Canadian knitters, incurring 
Canadian production and operating costs, as they must, cannot compete, 
on a price basis, with sweaters from the "low-cost" countries, not- 
withstanding the duty, transportation and other charges involved in 
importing; in fact, Canadian knitters appear to have already relin- 
quished the. field.of Low. priced "staple" sweaters. 


As for 1970, with the somewhat slower pace of business 
activity thus far, it would not be surprising if the total sweater 
market were to decline somewhat and shipments of Canadian sweaters 
might well absorb a greater share of the decline than the lower 
priced. importer 


Concerning "low-cost" imports generally, there are two 
aspects upon which it might be useful for the Board to comment. 


In Canada, for many years, the primary role of the tariff 
has been to provide protection, at reasonable rates of duty, to 
Canadian manufacturers, The Most-Favoured-Nation Tariff, which pro- 
vides a uniform rate of duty to all Most-Favoured-Nations, by its very 
nature, does not fulfil that role with respect to goods from "low-cost" 
countries. So long as standards of living and living costs in the 
major trading nations were not greatly divergent, the application of 
the Most—Favoured-—Nation rate to such nations worked reasonably well 
in nearly all cases, as it did in the period between the two World 
Wars and in the early years of GATT. However, particularly in the 
past decade, the major trading nations have come to include nations 
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with much inore diverse cultures and standards of living; in consequence, 
a uniform rate of duty applied to all the major trading nations no 
longer performs the traditional role of the tariff. Many countries no 
longer rely on the tariff but instead, apply quotas or other restric- 
tions to control the volume of imports from the "low-cost" exporters. 


The second comment concerning "low-cost't imports is that 

knitted sweaters from the "low-cost" countries is but one example of a 
relatively new pattern of trade. There is increasing evidence that 
the under-developed countries are recognizing and making use of the 
advantage they possess in one important resource which is becoming more 
and more scarce in the developed countries and that is low-cost labour. 
There is also increasing evidence that more and more multi-national 
corporations are utilizing this resource, particularly in the produc- 
tion of goods for export to the more highly industrialized countries. 


The textile industry is one in which the under-developed 
nations have made good use of their resources of low-cost labour. For 
many years, Japan was, of course, the major exporter of textiles, how- 
ever labour costs have increased in that country to the point where 
Japan is finding it increasingly difficult to compete with the "lower- 
cost" countries. There are indications that some of the developments 
in these other countries, particularly in Taiwan, are being financed 
by Japanese interests. The electronics industry has also developed 
the advantages of operating in the "low-cost" countries; while much of 
this production has taken place in Japan, an increasing share of it is 
being accounted for by other countries, such as Hong Kong and Taiwan. 


The list of goods being produced by the under-developed 
nations for export to the more highly-developed nations may be expected 
to expand; the wider the differential between labour costs, the more 
rapidly this expansion may be expected to take place. This expansion 
would take place much more rapidly, of course, were it not for the 
protective measures adopted by the developed nations, the most signif- 
icant being quantitative restrictions. Certainly it is understandable 
why the developed nations become concerned when the existence of long- 
standing domestic industries appears to be threatened by a sudden and 
increasing flow of imports from the "low-cost" countries. 


There seems little reason to doubt that the ordinary level 
of Most-—Favoured-Nation Tariff rates is virtually meaningless in re- 
spect of competition from the "low-cost" nations and that most readily 
transportable articles which lend themselves to production in the 
under-developed nations can be marketed in the more highly- 
industrialized countries at prices with which the domestic industry in 
these countries cannot compete. Experience suggests that even the use 
of quotas frequently serves only to prolong somewhat the life of the 
domestic industry. In Canada, we have a number of illustrations of 
this, -—-stainless steel cutlery, rubber-soled canvas footwear, the 
knitted glove industry and more recently, the decision of one of the 
major electronic tube manufacturers to cease production in Canada of 
receiving tubes and colour picture tubes. 


It seems clear that the developing nations, both on their 
own and with the assistance of multi-national corporations, will 
continue to offer competition to many industries in the industrialized 
nations, particularly the labour intensive industries, and this 
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competition may be expected to increase. The effect on domestic in- 
dustries varies; in many cases, companies have ceased operations, in 
others they have gradually dropped the products affected and concen- 
trated on others, but often this means dropping staple goods and the 
loss of the cost and manufacturing advantages which result from their 
production, 


There seems to be an increasing concern that the disparities 
in living standards and opportunity between nations must be narrowed, 
and a recognition on the part of the developed nations that this in- 
volves the acceptance, not only of raw materials from the less- 
developed countries but more manufactured goods as well. This concern 
and recognition is no doubt due in some measure to an increasing 
awareness that the alternative may ultimately prove to be much more 
distressing. 


In these circumstances, it would seem that in areas of 
domestic production which appear to be most seriously threatened by 
"low-cost't imports, the prudent manager will not rely on quotas or 
other restrictions to maintain such production permanently but rather 
will use them to provide a temporary opportunity to seek other avenues 
for employment of the capital and human resources involved. Sweater 
knitters, to a large extent, are located in major industrial centres 
so that alternative opportunities may be more readily available. 
Nevertheless the transition may be difficult, but experience suggests 
that it holds out the best promise for survival. 
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APPENDIX I 
ANNEXE I 


STATISTICS 
OTATISTIQUE 


Other Knitting Mills: Principal Statistics, 
1961-67 
Industrie des tricots: Statistiques principales, 


1961-67 


The Apparent Canadian Market for Sweaters, 1950-69 
Marché canadien apparent de chandails, 1950-69 


Sweaters: Apparent Canadian Market, 1961-69 
Chandails: Marché canadien apparent, 1961-69 


Woollen Sweaters: Apparent Canadian Market, 1961-69 
Chandails de laine: Marché canadien apparent, 1961-69 


Other-than-Wool Sweaters: Apparent Canadian Market, 
1961-69 

Chandails de divers filés, 4 ltexclusion de la laine - 
Marché canadien apparent, 1961-69 


Man-Made Fibre Sweaters: Apparent Canadian Market, 
1961-69 

Chandails de fibres synthétiques: Marché canadien 
apparent, 1961-69 


Imports: Sweaters and cardigans, knitted wool, ments 
and boyst s.c. 784-70 

Importations: Chandails et cardigans de laine, tri- 
cotés, dthommes et de garconnets, c.s. 784-70 


Imports: Sweaters and cardigans, knitted, wool, 
woments and girlts s.c. 784-71 

Importations: Chandails et cardigans de laine, tri- 
cotés, de femmes et de fillettes c.s. 784-71 


Imports: Sweaters and cardigans, knitted, wool, 
childrents and infantst s.c. 784-72 

Importations: Chandails et cardigans de laine, tri- 
cotés, dtenfants et de bébés c.s. 784-72 


Imports: Sweaters and cardigans, knitted, synthetic 
fibres s.c. 784-78 

Importations: Chandails et cardigans, tricotés, de 
fibres synthétiques c.s. 784-78 
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Imports: Sweaters and cardigans, knitted, man-made 
fibres, ments and boyst s.c. 784-75 

Importations: Chandails et cardigans, tricotés, en 
fibres synthétiques et artificielles, pour hommes 
et garcons c.s. 784-75 


Imports: Sweaters and cardigans, knitted, man-made 
fibres, woments and girls’ s.c. 784-76 
Importations: Chandails et cardigans, tricotés, en 
fibres synthétiques et artificielles, pour dames et 
jeunes filles c.s. 784-76 


Imports: Sweaters and cardigans, knitted, man-made 
fibres, childrents and infants' s.c. 784-77 
Importations: Chandails et cardigans, tricotés, en 
fibres synthétiques et artificielles, pour enfants 
et bébés c.s. 784-77 


Imports: Sweaters and cardigans, knitted n.e.s. 
5.0. (8h=79 

Importations: Chandails et cardigans, tricotés 
nid. ade ves /Sh=79 


Imports: Blouses, knitted (including shells and 
tops) sec. 784-14 

Importations: Blouses, tricotées (y compris corsages 
et hauts) c.s. 784-14 


Imports: Acrylic yarn s.c. 366-16 
Importations: Filés de fibres acryliques c.s. 366-16 


Imports: Rayon yarn, viscose or acetate s.c. 366-19 
Importations: Filés de rayonne, viscose ou acetate 


¢.8. 366-19 


Imports: Nylon yarn s.c. 366-39 
Importations: Filés de nylon c.s. 366-39 


Exports and Re-Exports: Gweaters and cardigans, 
knitted s.c. 784-79 

Exportations et Réexportations: Chandails et 
cardigans, tricotés c.s. 784-79 
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The Apparent Canadian Market for Sweaters, 1950-69 
Marché canadien apparent de chandails, 1950-69 
Shipments Imports (4) 
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Table 2 
Tableau 2 
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Table 2 (Concl'td) 
Tableau 2 (Fin) 


Excludes children's sweaters for "Stretch and textured filament 
yarns" 1963-64 and "wool or chiefly wool" and "Other", 1965; 
excludes shipments by Hosiery Mills, 1963-65 

Ne comprend pas les expéditions des chandails dtenfant de "Filés 
de filaments traités et étirables", 1963-1964 et "Laine ou 
surtout laine"™ et "Autres", 1965. Ne comprend pas les expédi- 
tions de 1'Industrie des bas et chaussettes, 1963-1965 


Preliminary - provisoire 
Tariff Board survey - Relevé de la Commission du tarif 


Duty-paid value plus 32% - Valeur des droits A payer, plus 32% 


Source: Various DBS publications - Diverses publications du B.F.S. 
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Table 7 
Tableau 7 


Duty as % 
of dutiable 
value 
Droits en % 
de la valeur 


imposable . 


Imports: Sweaters and cardigans, knitted, wool, ments 
and boys! s.c. 73,-70(2) (formerly s.c. 3944) 
Importations: Chandails et cardigans de laine, tricotés, d'thommes 
et de garconnets c.8. 784-702) (auparavant.c.s, 394)) 
Tariff Item ) 
)56805-1 
Numéro tarifaire) 
Total Unit Dutiable Duty 
Year imports value value collected 
Importations Valeur A Valeur Droits 
Année totales l'unité imposable percus 
No. 
Nomb. 
1000 $t000 $ $t 000 $000 
Total -— Total 
1962 SOGH th 0: 52 4.76 1,455 L'75 
1963 Z60iEL, 791 Lae Deh 7 193 
196L, O02. ies (oe 4.78 oe (ee 7h8 
1965 6619435097 4.69 3,097 832 
1966 864 3,574 41h Dire te 1,006 
1967 788 3,450 4.38 35450 960 
1968 Ty2l9 4, 760 3.92 eed eye 
1969 Ls Sele 3377 1,08 a 2 
United Kingdom -— Royaume-Uni 
1962 5 826 pre)! ; 826 209 
1%3 146 853 5 Ou 853 160 
1%h, 20; 14288 6552 1,288 21, 
1965 216) ley 6.69 1,447 260 
1966 PANES) ca We ee 6.15 Pye Qhdy 
1%7 207.323 6.38 3323 238 
1%8 poy Pam eS Deo eo 1,438 260 
19%9 25 shed aod. ie at 
Italy — Italie 
1962 69 218 3.168 Pas’ 9h 
1%3 80 B79 oan a7 13h 
16h 188 mi 4.13 eat meat 
1%5 LD ig2e? See fie 269 
1%6 230 239 3.64 839 294 
hy ol 147 633 4.30 633 221 
1%8 206 91h, 4.43 914 306 
1359 166 760 4.58 o 6 
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Table “/ wo Centtd) 
Tableau 7 (Suite) 


' Duty as % 
Total. Unit Dutiable Duty of dutiable 
Yoar imports valuo value collected value 
Droits en % 
Importations Valour a Valeur Droits de la valeur 
Annéo totales ltunité imposable percus imposable 
No. 
Nomb. 
t000 36 $ t000 § $t O00 $t000 
Hungary -— Hongrie 

1962-65 - - - - ~ - 

1966 6 10 eave 10 h 350 

1967 - - _ - _ - 

1968 cml 2 a Pe he 2h o2.9 

1969 2 h ames Ne as 

Poland -— Pologne 
1962 7 ve 165 i 5 Ne ee 
13 43 id Ley ‘Ce 28 Sie 
16k 87 163 1.88 163 Dib Bleek 
1%5 i2D 229 Lee 209 80 Shab 
1%6 69 do, L305 Alain LO Li wal 
1%7 se 137 2658 eee, Lg 31.6 
1%8 19 ome: pa ph pik ile See 
1%9 19 43 Zoe ys or 
Hong Ko — Hong-Kon 

1962 - ~ ~ ~ - ~ 
1963 ud 6 65 6 2 Ola 
1964, 10 30 Ze 90 B@ 10 ah 
1965 30 ie vente aes 39 Dias 
1966 208 580 2.80 580 201 34.6 
1967 LAS 176 Cee 176 165 3.6 
198 og See 2.89 ey 28 109 Oo ae 
1%9 635 ao O96 ae - dr Py 


Peoplets Republic of China — République populaire de Chine 


162-08 = - = - - 2 
1966 7 dish aD L'7 16 SNe 
1967 57 ie t oes 137 7 Ol ae 
1968 92 259 2.83 259 86 33.0 
1969 60 Lod PURE ,S ahs ets ite 


99402—6 


KS 
Cc 
i) 
ba 


Annéo 


Total 
imports 
Importations 
totales 
No. 
Nomb. 
‘000 $t000 
5 9 
e tk 
aL 3 
3 8 
10 30 
6 19 
8 iG 
Zz as 
12 31 
26 Sh 
2 129 
60 Pa, 
DA LY 
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Unit Dutiable 
valuo value 
Valour a Valeur 
Lfunité impogable 
§ $* 000 
Japan — Japon 
She v1 
Zot} 1h 
BT09 fe 
Sede 8 
She, 30 
ib ples: 19 
1.76 im) 
5, 00 73 


; tf 
Taiwan — Taiwan 


Pape it 6 bal. 
Spat Sh 
3.06 123 
Girer: PAR 
aot? aa 


Table 7 (Goncl'd) 
Tableau 7 (Fin) 
Duty as % 
Duty of dutiable 
collected value 
Droits en % 
Droits de la valeur 
pergus imposable 
$000 
blob 
4 S269 
i eis 
3 34.8 
10 3500 
ie Shee 
5 oie Ps 
rime 3.8 
29 3.9 
15 3h e 
te 3268 


(a) In 1961 included in "Sweaters and cardigans, knitted, wool s.c. 3941 
Prior to 1961 included in "Clothing, wool, knitted, men's 


a) 


and. boys! 1. o.0.%t. 


$.€, 3929 


En 1961 compris dans "Chandails et cardigans de laine, tricotés" 


Ce S15 


3741 


Avant 1961 compris dans "Vétements, laine, tricotés, hommes 
et ‘garcons, nid.a.", ¢.s) 3329 
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Table 8 
Tableau 8 


Imports: Sweaters and cardigans, knitted, wool, woments 
and girlst s.c. 784—71\2/ (formerly s.c. 3945) 
Importations: Chandails et cardigans de laine, tricotés, de femmes et 


de fillettes c.s. 784-712) (auparavant c.s. 3945) 


Tariff Items: ) and 
) 56805-1 56810-1 
Numéros tarifaires: ) et 
Duty as % 
Total Unit Dutiable Duty of dutiable 
Year imports value value collected value 
Droits en % 
Importations Valeur A Valeur Droits de la valeur 
Année totalos l'unité imposable pergus imposable 
No. 
Nomb. 
*000 $000 $ $000 $000 
Total - Total 
1962 (ot Gyan? 4.68 Es LEO PAS. ee 
L963 1,278 55880 4.60 5,880 th 29:55 
1964, TihL2 54266 he dk 5,186 1,465 28.2 
1965 Tes SS. AD 5, 8h2 156h1. bite 
1966 1,887 6,538 3.46 6336 F837 larale 
1967 17302 57190 3.98 5,180 1 hO7 Pee. 
1968 1,938 6,684 Zale 6,678 1,899 26k 
1969 T5539 5,070 3.69 A a : 
United Kingdom — Royaume-Uni 
1962 PRS ep 8) SES: 23290 548 PA ae 
1963 480 2,145 ey tay SESS Fy 417 BBS ae 
1964, NAT 1o03 4.50 1,963 Sie 18.0 
1965 5750725308 4.48 2,306 415 18.0 
1966 543 2,511 4.63 2,506 51 18.0 
1967 68 25281 4.88 Ayeie hLO9 ihaw 8 
1968 LVeaiegO > PES SY 2,068 S72 18.0 
1969 402 1,870 4.65 He wre oe 
Italy -— Italie 
1962 98 158 4.67 458 190 ree 
1963 658 2,898 4.40 2,898 1,027 Ben 
1964 BOY 2 Sais 27 2,343 sly a 
1965 be eLeoe. 8 LG 1,602 OM 34.8 
1966 566 1,632 2.88 1,632 566 Shae 
1967 185 763 eae 763 26h, 34.6 
1968 368 1,378 bre. A i) 1,60 Sere 
1969 dee A500 4 Oe Y os me 


9940263 


ES 
Cc 
Ns) 
S 


Annéo 


1962-65 
1%6 
1967 
1968 
1969 


1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
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Table 8 (Conttd) 
Tableau 8 (Suite) 


Duty as % 
Total Unit Dutiable Duty of dutiable 
imports valuo value collected value 
Droits en % 
Importations Valour a Valeur Droits de la valeur 
totaLles lfunité impogable percus imposable 
No. 
Nomb. 
*000 $t 000 $ $000 $tO000 
Hungary — Hongrie 
8 5 10 5 Ps BA 
cal $) Pi 9 3 3h,.6 
5 8 Leow g § be Pe, 
1 h Sry ae 
Hong Kong — Hong-Kong 
PP 1377 6,12 13% 58 L268 
28 178 6.40 178 al Slee 
65 295 eo 295 1O1L Siew 
B22 aoe L302 Beor 150 3L.8 
BOG e523 5. 0R 1,522 526 See 
Bo ae O 330d L019 389 lige 
11> ~ Sye36 2689 DS e2od 7h6 5350 
m7 2,290 3 Ay fy) o: Lope 


Peoplets Republic of China - République populaire de Chine 


1962-65 
1966 
1967 
1968 
1969 


1962 
1963 
196), 
1965 
1966 
1967 
1968 
1969 


aes 20 aa. 20 fi 35.8 
26 67 2650 67 23 Gis 
ie 153 LEN 153 ous 3300 
7 Sak 3.22 
Japan — Japon 
2h 69 ee! 69 29 heed 
24 i? Deon ie 27 SiG Phe! 
Pik 87 [igh 87 30 Be) 
he 138 3629 138 is) Diey 
149 280 1.88 280 a7 By 
100 196 1.96 196 67 SIR 
qi 187 2.65 187 62 3352 
nee hy 507 2eet aie a are 
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Table 8 (Concl'td) 
Tableau 8 (Fin) 


Duty as % 
Total Unit Dutiable Duty of dutiable 
Yoar imports valuo value collected value 
Droits en % 
Importations Valour & Valeur Droits de la valeur 
Annéo totales l'unité imposable percus imposable 
No. 
Nomb. 
*000 $000 $ $* 000 $000 
Taiwan — Taiwan 

1962-6). i a = ES Ea a 

1965 h ake) 2a wid) 3 3.9 

1966 19 35 Le? BD 2 34.8 

1967 Bal 150 Bie 150 52 3.9 

1968 80 bs 1.90 LSE 50 Bi G5 

1969 49 164 ss) a ae aos 

United States — Etats-Unis 

1962 28 15h Sry 148 60 L0.5 
1963 ei, ioe Dele ay Sy 5D6e 
1964, 24 i277 SHS) 127 Ah 34.6 
1965 29 Ld ieee Lh 50 3h..6 
1966 25 116 Sek 116 Ae) Bes 
1967 19 96 5 06 96 35 INN 
1968 15 61 4.08 61 20 B35 
1969 2 a9 Bey ts) oe a re 


(a) In 1961 included in"Sweaters and cardigans, knitted, wool"s.c. 3941 
Prior to 1961 included in "Clothing, wool, knitted, women's and 
paris * ein, pains. Ce Does 


a) En 1961 compris dans "Chandails et cardigans de laine, tricotés" 
oo” 39M : : ? 
Avant 1961 compris dans "Vétements, laine, tricotés, femmes et 
filles, n.d.a.¥, c.s. 3328 


T-2h, 


Tablen? 
Tableau 9 


Imports: Sweaters and cardigans, i itted, wool, children's 
and infantst s.c. 784-72\%/ (formerly s.c. 3946) 
Importations: Chandails et cardigans ) laine, tricotés, dtenfants 
et de bébés c.s. 784-729) (auparavant c.s. 3946) 


Tariff Item ) 
)56805=L 
Numéro tarifaire) 
Duty as % 
Total Unit Dutiable Duty of dutiable 
Year imports value value collected value 
Droits en % 

Importations Valeur 4 Valeur Droits de la valeur 
Année __totales _ -_l'unité jimposable pergus = _imposable _ 

No. 

Nomb. 

1000 $000 $ $1000 $1000 

Total -— Total 
1962 60 clea Zen] rive LO 30.6 
1963 bi 146 2.56 146 39 2607 
1964 86 193 Hee 193 55 ZORL 
1965 61 L30 ees 130 38 2955 
1966 97 el dB Lied 56 B1s6 
1967 9, 156 1.67 156 ome Sieh 
1968 9 85 ne ie 85 cae. 29.0 
1969 36 Dil ee? <r be en 
United Kingdom — Royaume-Uni 
1962 oy 87 2.36 87 22 25.2 
1963 29 78 2765 78 15 Te. S 
1964 a5 67 2.65 67 he ee 
1965 L5 ie) pA Nal od LO fi, LBs 3 
1966 alae 30 2.66 30 5 Pg 
1967 6 20 5705 20 4 Le) 
1968 1 23 Ze 23 4 Lego 
1969 A cia 2.89 My 
Italy - Italie 

1962 2 5 2e¢9 5 es jeu. 
1963 9 28 es 28 1O 3525 
1964 1s 59 3.523 59 20 34.6 
1965 og 5k Inge 5k 19 3L9 
1966 42 82 1.93 82 29 Bo.U 
1967 32 Dil 1, 80 BT 20 ern) 
1968 6 ine. 2.04 le 4 ib fo Pes) 
1969 a 3 LeI6 “gs oo a 
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Table 2 (Concl'd) 
Tableau 9 (Fin) 


Duty as % 
Total Unit Dutiable Duty of dutiable 
Yoar imports value value collected value 
Droits en % 
Importations Valour a Valeur Droits de la valeur 
Annéo totalos Lfunité imposable percus imposable 
No, 
Nomb. 
1000 $1000 $ $1000 $1000 
Hong Kong — Hong-Kong 
1962-63 = = a a = “ 
1%4 * * ae 24 * # Base 
1965 1 4 Byes 4 ur Serie) 
1966 iL 10 285 10 4 34.8 
1967 5 TL eae ie) 4 bri) 
1968 eek 16 1:50 16 5 iS i Fee 
1969 daa LS hee ace cs a 
Taiwan — Taiwan 
1962-63 <= “ _ - - a 
1964 20 13 02 Lo 4 Bs. 
1965 uN 1 ake n % 3h.6 
1966 #4 S 1.26 9 3 3520 
1967 26 36 Lhe 36 3 oy 
1%8 1h Le eS. 18 6 Bags 
1%9 mn fy Lee i a ig 


(a) In 1961 included in'Sweaters and cardigans, knitted, wool's.c. 3941. 
Prior to 1961 included in "Clothing, wool, knitted, infants! 


ana children's n.o.p.,7 6.c. 3327 


ata LIGL compris dans "Chandails et cardigans de laine, tricotés* 
Gis Sou 
Avant 1961 compris dans "Vétements, laine, tricotés, bébés 
eu enfants. tid,a.",. c.38..3327 
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Table 10 
Tableau 10 


Imports: Sweaters an Saher Soy knitted, synthetic fibres 
s.c. 78h4-78\2/ (formerly s.c. 3942) 
Importations: Chandails et cardigans, tricotés, de fibres synthétiques 


c.s. 784-782) (auparavant c.s. 3942) 


Tariff Item ) 
)56805-1 
Numéro tarifaire) Mis bor 
Total Unit Dutiable Duty of dutiable 
Year imports value value collected value 
} Droits en % 

Importations Valeur A Valeur Droits de la valeur 
Année totales l'unité imposable percus imposable 

No. 

Nomb. 

1000 $000 $ $000 $000 

Total -— Total 
1961 14.8 4,20 2.83 420 139 Bo ee 
1962 136 1,00 2.95 Bol a 3957 
1963 ial Pais vA aa ou 92 Sibyl 
1964 Aa) 5L6 Zag in| 54.6 75 peo 
1965 Wide ae 202 PIAOP: IU, 652 3h 8 
1966 3,004 3,946 1.31 3,946 if 356 3h 
1967 hegl WR206 wy is: 6,186 Palle 3h 2 
1968 2, 1067 Ee 58) ks i yes BASl2 ee, 
1969 eel0.758 Ue Poo “Pp ae es 
United Kingdom -— Royaume-Uni 
1961 eS Lo Pee) lye 8 LEiO 
1962 12 36 en 75 36 8 23.2 
1963 22 6h, 2.96 6h, 12 19.0 
1964 a5 Sh ule Sh 5 18.0 
1965 sf 9 2.86 9 y LE ech, 
1966 3h 103 2099 103 19 Le, 0 
1967 39 SL ob) A 23 des 7 
1968 Lg 136 PRG he 136 2h 18.0 
1969 101 Bo Seale a 3 ae 
Italy - Italie 

1961 6 ’, LAA 9 3 g6U 
1962 5 ake, Zhe gO Ae 5 Heo 
1963 4 As B39 5 a) 36.0 
1964 16 56 Div oe 56 20 au 
1965 V2 173 2 2 73 61 S550 
1966 99 225 2.28 oD ie 35.0 
1967 72 230 B49 230 80 35.0 
1968 188 LAs 2438 LAs 150 O55 
1969 122 325 2.600 ; a5 
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Table 10 (Cont'd) 
Tableau 10 (Suite) 


Duty as % 
Total Unit Dutiable Duty of dutiable 
Yoar imports valuo value collected value 
Droits en % 

Importations Valour & Valeur Droits de la valeur 
Annéo __totalos _ _ifunité imposable § pergus _imposable__ 

No. 

Nomb, 

1000 $1000 $ $1000 $1000 

Hungary -— Hongrie 
1961-65 - - - - = - 
1966 22 31. BRAS gil 18, 3.5 
1967 139 86 .62 86 30 Blies 
1%8 76 226 i2zs 226 ‘DD Bone 
1%9 21 502 1.19 . + a 
Roumania — Roumanie 
1961-66 - - - - _ a 
1967 2h ae 1216 Pad LS poo) 
1968 70 86 ee 86 31 36.6 
1969 Le] 268 gee Fy Aa ie Ae 
Hong Kong — Hong-Kong 

1961-64 - = _ = = 2 
1965 55 ie wh 2.03 jal 38 3h.5 
1%6 319 520 1.63 520 182 3530 
1%7 B25. 1g i AY Pals 491 34.6 
1%8 Logs 1,904 1.60 1,904 631 ley! 
1hGetde 1, 26505 WjSOl. “lie oF ae a 


People's Republic of China - République populaire de Chine 


1961-65 - - = - = me 
1966 178 297 1,67 297 103 34.6 
1967 621 769 1,24 769 261 34.0 
1968 622 799 1.29 799 261 30.9 
1969 Bia gL 1h es © ae a 
Japan - Japon 

1961 19 31 1.66 Zu 1a 35.0 
1962 28 36 ee 36 14 38.7 
1963 39 52 1.34 52 19 36.3 
1964, 104 eas eee lah 230 12 34.6 
1965 LB) Oks rag ES) 1,048 363 34.6 
1966 7 1, 986 EPR 1,986 692 34.9 
1967 C06m Fl, oo 7 © 1,50 ses | 14,63 34.7 
1968 Teo. Mee 709 Dea 1,709 567 B30 
1969 2 25e 100K dhegs "2 Pe re ee 


I-28 


Table 10 (Concltd) 
Tableau 10 (Fin), 


Duty as % 
Total Unit Dutiable Duty of dutiable 
Yoar imports valuo value collected value 
Droits en % 

Importations Valour a Valeur Droits de la valeur 
Annéo __totalos  _i'unité imposable porgus § _impogable _ 

No, 

Nomb. 

1000 $1000 $ $1000 $1000 

Korea, South - Corée du Sud 
1961-64, - ~ ~ = ~ ~ 
1965 2 5 Atos 2 Zz 52.4 
1966 5 8 1,Ge 8 a pis, 
1967 eo gl, O49 1.45 1,049 pO2 Les 
1968 2,405, 17390 1338 553990 15126 32.9 
1969 2,025, 23, 236 dieeo a ae ms 
Taiwan — Taiwan 
1961-63 - - - - - - 
1964 16 why 1205 aly, 6 3.6 
1965 180 212 leis Zhe Th Sheo 
1966 423 470 a peel lal L470 161 34.3 
1967 78h, 827 5 827 287 Gh.6 
1O6G. S910 "2 hO9 ieee 2,409 798 33.1 
1969 Oe Le eae Sep st 
United States -— Etats-Unis 

1961 91 301 Sue 301 ake} 35.0 
19% 2 63 265 e200 256 107 Lise 
1963 35 Th Zev Th 28 Sista 
1964 22 13 3516 40) 25 34.6 
1965 SY) vel ZeOL TL 25 iat 
1966 63 2 1.96 IZ2 43 35-0 
1967 pak 88 2.89 88 gat 34.8 
1968 31 Me 2558 CD 26 3355 
1969 a7 6h, Za aY os sre 


(a) Prior to 1961 included in various statistical classes 


a) Avant 1961 compris dans diverses classes statistiques 
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Table 44. 
Tabileay a1 


Imports: Sweaters and foci me knitted, man-made fibres, ments and 
boyst s.c. 784-75 a) 


Importations: Chandails et cardigans, tricotés en fibres Ut 
et artificielles, pour hommes et garcons c.s. 784-75% 
Tariff item: 


) 56805-1 
Numéro tarifaire: ) 
Duty as % 
Total Unit Dutiable Duty of dutiable 
Year imports value value collected value 
Droits en % 
Importations Valeur a Valeur Droits de la valeur 
Année totales l"unité imposable percgus imposable 
No. 
Nomb. 
1000 $000 $ $000 $000 
Total — Total 
1969 9,455 Gy 1.30 = a Ai 
United Kingdom — Royaume—Uni 
1969 5 73 S) 518 eo oe ee 
Italy -— Italie 
1969 52 140 ee(h a t% Ee 
Hunga - Hongrie 
1969 f2i 502 eg at 4 4 
Roumania — Roumanie 
1969 139 PALS L539 + a ee 
Ho Ko —- Hong—Ko 
1969 215 269 1g25 o4 sie a 


People's Republic of China — République populaire de Chine 
1969 51 81 12.58 5% sé us 
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Table 11 (Concltd) 
Tableau 11 (Fin) 


Duty as % 
Total Unit Dutiable Duty of dutiable 
Yoar imports valuo value collected value 
as Droits en % 
Importations Valour a Valeur Droits de la valeur 
Annéo totalos ltunité imposable pergus impogable 
No. 
Nomb. 
1000  $t000 $ $000 $000 
Japan — Japon 
1969 sty ais) Lee os 3% as 
Korea. South — Corée du Sud 
1969 WA3s9oIyeeG. Lie a + G: 
Taiwan — Ta%wan 
1969 B57 076.) Gees is of 8 
United States — Etats-Unis 
1969 5 24 S 06 ee ee ee 


(a) Prior to 1969 included in "Sweaters and cardigans, knitted, syn- 
thetic fibres" s.c. 784-78 

a) Avant 1969 compris dans "Chandails et cardigans, tricotés, de fi- 
bres synthétiques"* c.s. 784-78 } 
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Table 12 
Tableau 12 


Imports: Sweaters and cardigans wy ae man-made fibres, women's 
and “piris’ soc. 78h -76ta 


Importations: Chandails et cardigans, tricotés, en fibres synthétiques 
et artificielles, pour dames et jeunes filles c.s,. 


8h.—768 
ariff item: 
) 56805-1 
Numéro tarifaire: ) Duty as % 
Total Unit Dutiable Duty of dutiable 
Year imports value value collected value 
Droits en % 
Importations Valeur a Valeur Droits de la-valeur 
Année totales l'unité imposable percus imposable 
No. 
Nomb. 
*000 $1000 § $1000 $t000 
Total -— Total 
1969 67135 “ase0s Lad ae Bye 
United Kingdom — Royaume-Uni 
1969 3h 108 3.18 a‘ ‘ - 
Italy - Italie 
1969 6h 166 a 59 eo ee ee 
Roumania — Roumanie 
1969 2h 3h Ry apr o; ae 
Ho Ko — Hong—Ko 
1969 So eemety eee 1.68 ae cn ce 


People's Republic of China - République populaire de Chine 
1969 631 sie) slip OF are Sis 


Japan — Japon 
1969 ees! Lele 162 ais ae 8 
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Table 12 (Concltd) 
Tableau 12 (Fin) 


Duty as % 
Total Unit Dutiable Duty of dutiable 
Yoar imports valuo value collected value 
Droits en % 
Importations Valour & Valeur Droits de la valeur 
Année totales l'unité imposable percus imposable 
No. 
Nomb. 
*000 $000 $ $t000 $1000 
Korea, South — Corée du Sud 
1969 W416 jase 1.31 - ee * 
Taiwan — Taiwan 
1969 2.003 Brie 1.22 he rr, Ri 
United States — Etats-Unis 
1969 22 1.0 Lok va oa eo 


(a) Prior to 1969 included in "Sweaters and cardigans, knitted, syn- 
thetic fibres"t s.c. 784-78 

a) Avant 1969 compris dans "Chandails et cardigans, tricotés, de fibres 
synthétiques'"t c.s. 784-78 
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Table 13 
Tableau 13 


Imports: Sweaters and cardigans, knitted, man-made fibres, childrents 
and infants?t soc. 784-77(a) 
Importations: Chandails et cardigans, tricotés, en fibres synthetiqu Ss 
et_artificielles, pour enfants et bébés c,s, 78h- fee 


Tariff Item ) 
)56805=1 
Numéro tarifaire) 
Duty as % 
Total Unit Dutiable Duty of dutiable 
Year imports value value collected value 
Droits en % 
Importations Valeur a Valeur Droits de la valeur 
Année totales l'unité imposable pergus imposable 
No. 
Nomb. 
1000 $000 $ $000 $t000 
Total -— Total 
1969 1,488 200 «65 ee ee ee 
United Kingdom - Royaume-Uni 
1969 13 3h Pe e 6h oo e@ ee 
Italy - Italie 
1969 7 19 Eas 60 ee ee ee 
Roumania — Roumanie 
1969 2h 22 eit AP a 
Ho Ko - Hong—Ko 


People's Republic of China -— République populaire de Chine 


1969 189 170 90 - ae eis 
Japan — Japon 


1969 106 83 at? oe oe oe 
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Table 13 (Cioncltd) 
Tableau 13 (Fin) 


Duty as % 
Total Unit Dutiable Duty of dutiable 
Yoar imports value value collected value 
Droits en % 
Importations Valour & Valeur Droits de la valeur 
Annéo __totalos Ltunité imposable pergus imposable 
No. 
Nomb. 
1000 $t000 $ $1000 $000 
Korea, South — Corée du Sud 
1969 719 82 ios ee ee ee 
Taiwan — Taiwan 
1969 856 25 e 85 ee ee ee 
United States - Etats-Unis 
1969 Z * ee ee oe ee 


(a) Prior to 1969 included in "Sweaters and cardigans, knitted, 
synthetic fibres" s.c. 784-78 


a) Avant 1969 compris dans "Chandails et cardigans, tricotés, 
de fibres synthétiques* c.s. 784-78 
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Table 14 
Tableau 14 


Imports: Sweaters and cardigans, knitted n.e.s., s.c. 784-79(@) 
(formerly s.c. 3943) 
Importations: Chandails et cardigans, tricotés n.d.a., c.s. 78-792) 
| (auparavant c.s. 3943) 


Tariff Item ) 
)56805=1 
Numéro tarifaire) Date teeee 
Total Unit Dutiable Duty of dutiable 
Year imports value value collected value 
Droits en % 

Importations Valeur a Valeur Droits de la valeur 
Année totales l'unité imposable percus imposable 

No, 

Nomb. 

1000 $000 $ $* 000 $000 

Total -— Total 
1961 317 280 88 280 85 30.3 
1962 162 202 125 202 70 lew 
1963 180 260 Ley al 260 83 310 
1964 202 336 1.66 336 103 5057 
1965 252 316 we 3h6 12 32.3 
1966 761. 678 89 678 eel B30 
1967 L,ee2, “IR0h9 86 1,049 35h 3338 
1968 15097 797/ Apo Al oot. 306 2Oer 
1969 803 72h »90 a oe a 
United Kingdom —- Royaume-Uni 
1961 h9 76 1.2 76 14 18.0 
1962 29 50 Leia 50 1 Dede 
1963 35 7h a1 Th 14 19.0 
1964, L8 719 1.65 9 14 18.0 
1965 28 L8 Leste Lg 9 LB sO 
1966 29 wis bee Da: 9 eee) 
1967 32 68 210 68 ie 18 y 
1968 89 1h Lye Bly 28 18.0 
1969 5h 1h 2.06 Ag si 
Italy - Italie 

1961 10 30 ewe 30 ink Bhia/ 
1962 2 24 1.96 Au a 36 ou 
1963 ae ra EPI Oe Al BS 36.8 
1964 18 ie Oss fe: 26 SBS, 
1965 Ly sulk PSS fa gal ihe: SiS 
1966 65 138 id il 138 hg 35.0 
1967 7 107 Qeed 107 38 Spey 
1968 L8 Ts ge Bae Bho. ae Spry 
1969 32 erik Sa TS an aye ae 


99402—7 
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Table 14 (Cont'd) 
Tableau 14 (Suite) 


Duty as % 
Total Unit Dutiable Duty of dutiable 

Yoar imports value value collected value 
— Droits en % 

Importations Valour a Valeur Droits de la valeur 
Annéo totalos Ltunité imposable pergus impogable 

No. 

Nomb. 

1000  $t000 $ $t 000 $000 
Hungary — Hongrie 
1961-6), ~ - ~ - - - 
1965 * L ‘Pert : * Site 
1966 150 42 Bytes 2 al cee 
1967 363 116 oe 116 hO 34.9 
1968 Lh6 134 e0 Aly 15 Doe 
1969 118 42 36 Ne 4 
Poland -— Pologne 
1961-63 - - - _ = = 
196), 12 h 02g mn 1 cee? 
1965 12 5 Bei Z 2 3he9 
1966 ALS oi) ere eM: 20 3h 
1967 92 105 Le Te 105 2a She 
1968 Lis 166 do ded 166 5D O34 
1969 98 63 64 he bis es 
Roumania — Roumanie 
1961-66 - - - . - - - 
1967 6 LO Lee 10 5 Spee 
1968 29 16 Pals: 16 6 3h 
1969 163 69 Aue za ee i" 
Hong Kong — Hong-Kong 

1961 on 1h oie 1h 5 35.60 
1962 5) 6 PACS 6 2 LO. 
1963 59 Sal sip an 12 Bae 
1964, 2 5 L390 > Z SG 
1965 9 De 265 Bz 41 Sle 
1966 ee 136 mS: 136 47 34.6 
1967 2hk 120 Ad 120 2 Bho 
1968 66 LO .60 LO ae 32.8 
1969 93 68 a - ar are 


Yoar 


Annéo 


Total 
imports 


Importations 
totales 

No. 

Nomb. 


1000 =. $t. 000 


Unit 
valuo 


Valour A 
Ltunité 


$ 
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Dutiable 
value 


Valeur 
imposable 


$000 


Table 14 (Cont'd) 
Tableau 14 (Suite) 


Duty 
collected 


Droits 
percgus 


$000 


Duty as % 
of dutiable 
value 
Droits en % 
de la valeur 


impogable 


People's Republic of China - République populaire de Chine 


1961-66 
1967 
1968 
1969 


1961 
1962 
1963 
1964, 
1965 
1966 
1967 
1968 
1969 


1961-67 
1968 
1969 


1961-63 
1964, 
1965 
1966 
1967 
1968 
1969 


99402—73 


DD 
7 
16 


L7 
EY 
20 


Korea. South — Corée du Sud 


i a a 


36 
19 


285 7 
ape ph 19 
ne ee 

Japan — Japon 

«30 ey) 

sok 10 

riole! awh 
ayy he ou 

Py | veh) 

oD 76 

mea 98 

wl yh 

oh - 


L.A2 
~90 


J tr 
Taiwan — Taiwan 


86 


Ue 
30 

i 
58 
20 


16 
6 


paee 
Seat 


bo 
a 3s 
WOUNWWH XO 
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Table 14 (Concl'd) 
Tableau 14(Fin) 


Duty as % 
Total Unit Dutiable Duty of dutiable 
Yoar imports value value collected value 
Droits en % 
Importations Valour & Valeur Droits de la valeur 
Année totalos lfunité imposable percus imposable 
No. 
Nomb. 
1000 = $ 000 $ $1000 $1000 
United States - Etats-Unis 
1961 19 hh Papas Lh as ype: 
1962 ai 30 PA | 30 a2 3930 
1963 10 ie 3406 oy ame 36.4 
1964 ay BD 2407 a te Bled 
1965 a> 43 egg 13 He Bae! 
1966 1h 3h 248 Shp ie 535.0 
1967 15 6h 4.37 6h, 22 oh.9 
1968 10 29 Biles: 29 10 394 
1969 aes Be Zio ae are ‘ie 


(a) Prior to 1961 included in various statistical classes 


a) Avant 1961 compris dans diverses classes statistiques 


= 


Table 15 
Tableau 15 


Imports: Blouses, knitted (including shells and tops) s.c. 78),-, 6) 


Importations: Blouses tricotées (y compris corsages et hauts) c.s. 


784-13) 
Tariff items: ) and 
) 56805-1 56810-1 
Numérostarifaires: ) et 
Duty as % 
Total Unit Dutiable Duty of dutiable 
Year imports value value collected value 
Droits en % 
Importations Valeur A Valeur Droits de la valeur 
Année totaloes l'unité imposable percgus imposable 
No. 
Nomb. 
*000 $000 $ $000 $t 000 
Total — Total 
1967 BE fl ry ie) Ppp al 785 34.6 
1968 2,344 1,540 66 1,540 503 S21 
1969 piles melee iAle, fe ee Le os 
United Kingdom - Royaume-Uni 
1967 * S. a Oue 5: * Lice 
1968 HE , Pees 5: ah L736 
1969 3 19 6.00 ue e ; 
Italy — Italie 
1967 22 62 Cate 62 oa Shel 
1968 26 5h PENS) 5h 18 33.k 
1969 bf 43 eg bs as 5% 
Hungary — Hongrie 
1967 143 52 peste Be ee 3.6 
1968 12 4 on9 L, a8 ie Po 
1969 ~ - - - -~ 
Hong Kong - Hong-Kong 
1967 eo L64, Aor 6k, 160 3.4 
1968 1,76 300 Aloe! 300 98 SS Pa 
1969 95 293 el ate ace aie 
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Table 15 (Concl'd) 
Tableau 15 (Fin) 


Duty as % 
Total Unit Dutiable Duty of dutiable 
Yoar imports valuo value collected value 
a oe oe aks | ameter Droits en % 
Importations Valour & Valeur Droits de la valeur 
Annéo totalos Ltunité imposable pergus impogable 
No. 
Nomb. 
*000 $000 $ $*000 $000 


People's Republic of China -~ République populaire de Chine 


1967 1h 12 289 1 A Bie 

1968 5 h 8h 4 i 35 

1969 16 18 1.09 Ze oh 
Japan — Japon 

1967 15660 13266 Ra A, 1,286 LA6 Bley 

1968 769 530 59 530 176 S262 

1969 ire 7h3 .66 o3 a be 


Korea, South - Corée du_Sud 


1967 L6 LO 87 LO us oak 
1968 348 261 a) 261 85 32.6 
1969 ie 112 7h ‘ oe ra 


; ut 
Taiwan -— Taiwan 


1967 1,63 260 56 260 90 34.6 
1968 528 222 he. % oe 8h 335k 
1969 64,3 gey eoL Ly oe oe 


Uni ted) @batee o Etaeselnis 


1967 18 52 «Bags 52 18 34.9 
1968 15 Commacay i 36 ee oh as 
1969 22 67 3.07 oe - es 


(a) Prior to 1967 included in "Outerwear, knitted n.e.s." s.c. 784-99 
a) Avant 1967 compris dans "Vétements de dessus, tricotés n.d.a." 


c.s. 784-99 


{1 


Table 16 
Tableau 16 
Imports: Acrylic yarn s.c. 366-16 (a) 
Importations: Filés de fibres acryliques c.s. 366-16%) 
Tariff item ) 
) 56110-1 
Numéro tarifaire ) 
Duty as % 
Total Unit Dutiable Duty of dutiable 
Year imports value value collected value 
Droits en % 
Importations Valeur a Valeur Droits de la valeur 
Année totales l'unité imposable percus imposable 
1b; $/1lb. 
liv. $/liv. 
1000 $1000 $000 $000 
Total — Total 
1966 2,060 Pe bO03 Lies ay oS 560 D2 at 
1967.0°2, 348 Pollo 1.16 Ay (32 613 PES ks 
1968 2,140 Peel Bee PA at LOO 22 ib 
io7gee 3.4/6 3,418 98 oh — Ba 
United Kingdom - Royaume-—Uni 
1966 3 ° 2550 9 2 pape e 
1967 7. 18 2.00 18 h 19.8 
1968 5S ar La (a 16 PLO 
1969 Ly 205 14/5 $s ais ca 
Japan — Japon 
1966 1,645 1,863 Le 1,863 19 Ze eo 
1967 1,988 2yee9 Poe eeec? 500 Aeel 
1968 1,635 tek 458) Dek B52 ie pyil 
1969 2,745 Zuo 88 oe ae 
United States -— Etats-Unis 
1966 1,05 617 1.52 617 136 2208 
1967 238 Sle 1.86 32> 7h Be seh 
1968 297 390 1292 390 8h 21.6 
1969 359 BI5 Ly ae eA as 


(a) Prior to 1966 included in "Synthetic fibre yarn n.e.s.", S.C. 
366-99 
a) Avant 1966 compris dans "Files de fibres synthétiques n.d.a." 


c.s. 366-99 


Table 17 
Tableau 17 


Imports: Rayon yarn, viscose or acetate, s.c. 366-19 (a) 


Importations: Filés de rayonne, viscose ou acetate, c.s. 366-192) 


Tariff items: ) and 
) 56105-1 56110-1 
Numéros tarifaires: ) et 
Duty as % 
Total Unit Dutiable Duty of dutiable 
Year imports value value collected value 
Droits en % 
Importations Valeur A Valeur Droits de la valeur 
Année totales l'unité imposable percgus imposable 
ins 
iar. $/lb. 
000 $1000 ~=$/liv. $000 $t 000 
Total — Total 
1964 3,044 Ge ley, 1.02 3,007 Pe) 2 ae 
1965 Sify 5ke 1,768 105 sik Bagi) 24.7 
1966.4" 3,835 3,743 98 3,641 938 2Dee 
ANS [oy ho S518: Ay 154 96 PILES: 1,054 Zo etl 
1968 5,288 4,690 289 LY P3 yok 24.7 
1969 6,409 53596 east Ar ss rhc 
United Kingdom - Royaume-Uni 
1964 ok 100 L205 100 Pal Za 
1965 191 161 oe 181 oe 20 «i 
1966 102 96 ae) ae 96 si ae 
1967 138 118 . 86 118 18 Lye 
1968 Phos. 220 7h 220 AL 16s) 
1969 877 625 otf he an : 
France — France 
1964, qcebih 226 2205 226 i 2266 
1965 2.0 h8g 2.0L h89 LZ 2270 
1966 283 309 1.09 278 66 Play ye] 
1967 hay 239 2305 239 5h 2260 
1968 169 329 1.94 329 69 211.0 
1969 5h 69 2s s ws a 
Italy - Italie 
1964, FLO 135 iy, 23 135 a POS ah 
1965 612 715 Pel? 713 163 Pa, 
1966 pW 492 da 192 dL. eke DS 
1967 TES Shea 1.00 fal rer eo 
1968 1,039 920 89 920 23h Pe oe 
1969 582 ded e70 as os oe 
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Table 17 (Concltd) 
Tableau 17 (Fin) 


Duty as % 
Total Unit Dutiable Duty of dutiable 
Yoar imports valuo value vollected value 
Droits en % 

Importations Valour a Valeur Droits de la valeur 
Annéo totaLloes ltunité imposable percus imposable 

ikee 

ars $/1b. 

1000 $000 o/ liv. $000 $000 

Netherlands -— Pays-—Bas 
1964, 292 249 $85 216 65 26,5 
1965 505 2h ook h2h ile 26:81 
1966 DoT LOL ae LOL 128 PANS 
1967 5L5 509 3 509 ie Zaod 
1968 827 767 oo Tol] 190 24.8 
1969 788 eo 2: Ae as ne 
Japan — Japon 
1964 80 L7 Aah) 15 Ly 37.6 
1965 1,05 2h2 ~60 24,0 90 A 
1966 422 271 gol 255 oF Site 
1967 410 exla§ be 209 92 43.8 
1968 197 119 60 119 male SRS) 
1969 2L.0 156 405 - are avs 
United States -— Ktats—Unis 

Loci 2501/5 artes) 1.04 2,0n6 508 Pa Pe 
196505 2,138 25330 L309 PPS Ee 538 Blige a 
196605 1,887 1,915 1401. 1,846 173 25.6 
19670) 2,128 2T LOL W.02 oye 526 24.9 
1968, 2,227 2,030 Ao 1,932 LL aoe 
1969 3,195 2,992 ayn AG = ve 


(a) Prior to 1964 included in various statistical classes 
a) Avant 1964 compris dans diverses classes statistiques 


Importations : 


Tariff items 


Numéros tarifaires 


Year 


Année 


1964, 
1965 
1966 
1967 
1968 
1969 


196h, 
1965 
1966 
1967 
1968 
1969 


1964, 
1965 
1966 
1967 
1968 


Table 18 
Tableau 18 
Imports: Nylon yarn s.c. 366-39 (a) 
Filés de nylon c.s. 366-392) 
) and 
) 56105-1 56110-1 
) et 
Duty as % 
Total Unit Dutiable Duty of dutiable 
imports value value collected value __ 
Droits en % 
Importations Valeur & Valeur Droits de la valeur 
_totales _ -_l'unité imposable  pergus _imposable _ 
they 
Hiv. $/liv. 
000 $000 $/1b. $000 $000 
Total -— Total 
Dao) 95930 i a be, 9,869 Pa ey: 
Vy o8>, (Leesss Lee 1637 2,828 Zomis 
L614 fp pishs ey LOL i675 PPA bs 
5 ue 8,187 Loe 8,109 e763 Alar 
8,148 1237082 1.48 12%003 Pe Pa PabAL 
9,087 177053 1.76 oe “ye ore 
United Kingdom -— Royaume—Uni 
2h 61 es Fe 61 9 bos pes 
eee aif begets BAe 66 20a6 
202 329 1562 329 67 20.3 
196 B79 Lae 366 ve Zune 
L37 668 HRY 667 130 Leo 
‘We, By 1.89 a “Ses 
France — France 
L7 AL 2036 ey 2 2460 
60 99 1863 99 22 2285 
3h 68 Peek @). 68 15 Zee 
Dh, AES Jeet Hee 28 Aeon 
2h2 465 Wg 1.65 a7 Fh Uap 
Pay Al SOE ene <a : 


1969 


Germany, Federal Republic of — République Fédérale dtAllemagne 


1964 
1965 
1966 
1967 
1968 
1969 


ile 

in 

Pie) 
181 
oe 
a Oho p 


fa 

43 
160 
304, 
287 
2,003 


Hee ie 
ede 
diel sin 
1.68 
aie 
1.90 


y) Pa 
10 PP Aae 
36 ate 
67 Aee2 

12), Fala 
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Table 18(Concl'td ) 


Tableau 18 (Fin) 


Duty as % 
Total Unit Dutiable Duty of dutiable 
Yoar imports yvaluo value collected value 
Droits en % 
Importations Valour & Valeur Droits de la valeur 
Amnéo __totalos _ _lfunité imposable  percus _imposable 
lb. $/1b. 
liv. $/liv. 
*000 $000 $000 $000 
Italy - Italie 
1964 1,869 ane? eo G3 229 (pak O25 
1965. «1,982 35545 Le (2 i i) 798 PP beds: 
1966 527 92h eer 92h 210 Ceah 
1967 1,107 1,485 eo. 1,485 SEN) eee 
1968 1,763 Pog they hs ey 2,05 14.60 2204 
1969 1,166 dS i a L200 te as a 
Israel — Israel 
1964 6 ina PSO aL), 2 19.9 
1965 28 DD UR oe, es 1 22.5 
1966 6 79 Le 79 17 21.8 
1967 12h 187 5D 187 42 PES) 
1968 225 a RS, SOW 76 PM) 
1969 pay, 1,075 2.08 As ie al 
Japan — Japon 
1964 see Pah LS? 24 5 Zee 
1965 7 228 1.80 228 spl 22.5 
1966 di LO Leo 110 25 2285 
1967 E55 138 89 138 26 18.6 
1968 70 103 1.46 99 21 21.8 
1969 6 12 PAG Fe ane ae -. 
United States — Etats-Unis 
1964 3,487 6,297 igieou. 6,236 1 BBG pede 
1965 4,595 7,867 Agee 7,626 nay Ale. Zee 
1966 3,286 yo 3UL io) eyytes 7 225 
1967 3,061 1, 865 1.59 ioe 1,035 pas 
1968 3,490 Sy ye wie ao 5h 57 phrase 20.5 
1969 3,530 55601. IPSS. eo ee ee 


(a) Prior to 1964 included in "Rovings, yarns, threads and warps of 
synthetic fibres produced from Polyamides/Nylons", s.c. 3368 

a) Avant 1964 compris dans "Bourdinages, filés, filés et chaines 
synthétiques fabriquées de Polyamidés (Nylon), c.s. 3368 
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Table 19 
Tableau 19 


orts and Re-Exports: Sweaters and cardigans, knitted, s.c. 78h- g(a) 


Exportations eK Réexportations: Chandails et cardigans, tricotés, 


eigen eh 79° 


Domestic 
Year Exports Re— orts Total 
Exportations 

Année Nationales Réexportations Total 

dozen dozen dozen 

douzaine $000 douzaine $000 douzaine $000 

Total — Total 

1961 1.09% oh Shiiee 166 4,874 262 
1962 2929e 287 ye Dok 33 Ol 3h2 
1963 3,609 520 1,109 ime hy (ip 132 
1964, 3,629 Be, 1,683 (LD Ds Sue 170 
1965 5,888 L61 156 29 b,3hk 1490 
1966 6,870 1482 645 BLS fs DLD piles 
1967 9,829 601 yee) 106 15,049 707 
1968 ea lels 583 ated fi atly2e5 699 
1969 1617 943 S571 220 20,368 13163 


United Kingdom - Royaume-Uni 


1961 222 Lif eal? Vi 25 79G a51 
1962 20 A 256 13 276 af 
1963 61 h 900 62 961 66 
1964, 73 4 334 7 07 aa 
1965 20 wh ge ane Pale 2 
1966 9 zh 61 4 70 D 
1967 283 4 6) ss: 538 19 
1968 he, h 307 16 366 20 
1969 998 fi 


Commonwealth Caribbean -— des Antilles du Commonwealth 


1961 315 1 - - 345 14 
1962 728 is 2 % 730 B3 
1963 941 32 715 ke 1,0%6 36 
196), eee hh L533 Seed Be. 17 
1965 23 (9% 115 90 5 «62,887 120 
1966 3,960 172 = = 3,960 UW72 
1967 4,102 158 i % 4,103 158 
1968 iggi lh 0 51 10 {bam Oa la oy 52 


1969 LapeAy. 125 
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Table 19 (Concl'td) 
Tableau 19 (Fin) 


Domestic 
Year Exports Re- orts Total 
Exportations 
Année Nationales Réexportations Total 
dozen dozen dozen 
douzaine $1000 douzaine $000 douzaine $t000 


United States -— Etats—Unis 


1961 398 59 je ral ee 100 
1962 1 2ie 207 9L9 39 2,167 26 
1963 Nea ly hy 239 1s TO 1,289 248 
1964, 1,607 302 985 L9 2592 Bol 
1965 1,87 298 33 L 907, 302 
1966 Lyi 26h, 311. 18 2,023 282 
1967 2,660 B23 2,256 67 1,916 390 
1968 L,,099 DO} ela ey fl 67 operas, Bye 
1969 8,450 782 


(a) Prior to 1967 was s.c. 780-45 
a) Avant 1967 était c.s. 780-45 
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APPENDIX II 


Calculation of Margin Between Value for Duty and 
Estimated Wholesale Value of Imported Sweaters 


Price quoted in country of origin $18.52 U.S., per dozen 
Actual 
Amount Cumulative 


$ Canadian per dozen 


Exchange at 8% Luks 
Value for duty 20.00 
M.F.N. duty at 274 p.c. Sole 
Duty-paid value 25450 
Transportation, insurance, brokerage, 

export packing, etc., 15% Oe 
Landed cost in Canada AMS 
Importerts markup, 15% 14.40 TG TES: 
Total oe 33.73 
Importer's selling price pe ibe 


Margin between importer's selling price and: 


Value for duty $13.73 per dozen or 68.7% 
Duty-paid value 8.25 per dozen or 32°37 


The duty included is based on the existing M.F.N. rate 
because most of the imported sweaters originate in countries to which 
this rate would apply. The cost of transportation, insurance, etc., 
will vary, depending on such things as the value of the sweaters, 
whether they are shipped by a slow or fast ship or by air freight and 
so on. The importer's markup is also variable, depending on the size 
of the purchase, credit terms and related factors. 


Exchange is shown at eight per cent; this was the approxi- 
mate rate prevailing prior to the freeing of the Canadian dollar on 
June 1, 1970. 


TIT-1 
APPENDIX IIT 


TARIFF HISTORY 


Tariff Item 56805-1, formerly 568(1) 


Knitted garments, knitted fabrics and knitted goods, n.0o.p. 


Bors Me Eels General 
June 4, 1969 SOenace 275 Pec. bo peGs 
January 1, 1969 20 pics Spo lesen Soaps Ce 
January 1, 1968 20 pec. 334 pec. DomDeCe 
June 21, 1961 BOBDEC, D5 AD atts DOtISC 5 


Previously classified under tariff item 568 


Tariff Item _56810-1, formerly 568(2) 


Knitted garments, women's and girls't, wholly or in chief part by 
weight of wool or hair, valued at not less than $9.00 per pound 


Deere M.F.N. General 
June 4, 1969 CO tec. 273 D.C. er jee 
January 1, 1969 UBS oF 303 pecs oe wistyer 
January 1, 1968 ele laerice SLs ope Ce ip epee 
June 21, 1961 20 p.c. 325 pec. Sp) ies 


Previously classified under tariff item 568 
Tariff Item 568 (prior to June 21, 1961 


Knitted garments, knitted underwear and knitted goods, n.0o.p. 


Hers M.F.N. General 
GATT January 1, 1948 3 apes 
U.S. Trade Agreement, January 
i ell lr 
KX, Knitted garments, n.0.Dp. Bo tpade 
February 26; 193'7 20 PeCe oy PeCe 45 PeCe 
and per pound eeeugs BORCTSs 


The earlier history of this item can be found on pages 205 
and 207-8 of the volume entitled "Hosiery and Knitted Goods't, of the 
Tariff Board's report on Reference No. 125, Textiles. 
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THE TARIFF BOARD 


i, CO. ehuoetLS, Qe0. Chairman 

W.T. Dauphinee Second Vice-Chairman 
GA. Elliott Member 

Léo Gervais Member 

M. Rachlis Jen. Matchett 
Director of Research secretary 


PANEL FOR THIS INQUIRY 


BG. sudette, O.C.,. Presiding 
QA. El ott 
Léo Gervais 


ECONOMISTS 


JK. Mann 
H.D. McCree 


The Honourable 
The Minister of Finance 
Ottawa 


Dear Mr, Minister: 


I refer to your letter dated July 11, 1969, in 
which you directed the Tariff Board to make a study and 
report on sugar and related products and more particularly 
on tariff items 13400-1 to 13705-1 inclusive, tariff items 
1000-1 and 14005-1 and on item 97050-1. 


In conformity with Section 4(2) of the Tariff 
Board Act, I have the honour to transmit the Report of 
the Board relating to sugar and related products. A 
copy of the transcript of the proceedings at the public 
hearings accompanies the Report. 


Yours faithfully, 


Chairman 


ae 


Explanation of Symbols Used 


Denotes zero or none reported 
Indicates that figures are not available 


In statistical tables, indicates a reported 
figure which disappears on rounding, or is 
negligible 


A small letter in brackets denotes a footnote 
to 4 table 


Denotes a Dominion Bureau of Statistics import 
or export statistical class 


Denotes volume and page of the transcript of 
proceedings at the public hearing unless the 
context clearly indicates another cited reference 


The sum of the figures in a table may differ 
from the total, owing to rounding 
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Ottawa, July 11, 1969 


Mr. L.C. Audette 
Chairman 

The Tariff Board 
Ottawa. 


Dear Mr. Audette: 


In view of recent changes in the international sugar 
market including Canadats accession to the new International Sugar 
Agreement, I believe it would be useful to review thoroughly the 
rates of duty and the tariff nomenclature for sugar and related 
products, 


I therefore direct the Tariff Board to make a study and 
report under section 4(2) of the Tariff Board Act on tariff items 
13400-1 to 1305-1 inclusive, tariff items 14000-1 and 14005-1 and 
on item 9050-1. The Board may also include in its study other 
related items which it considers relevant to its enquiry. The study 
should cover, inter alia, the effectiveness of the present nomen- 
clature and the economic effect of the tariff structure on imports 
and prices of refined sugar, on the Canadian refiners! margins, and 
on sugar beet production in Canada, 


If in the Boardts judgment amendments to the Customs Tariff 
are desirable, I would request that the Board prepare a revised 
schedule of tariff items, with recommendations as to rates of duty. 

I would ask that the Board submit its report as soon as 
possible. 


Yours sincerely, 


E.J. Benson 
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Companies and Agencies Which Made Representations 


A public hearing was held at Ottawa on January 19, 
Biel. 22, 23,20, 2/7, 28, 29 and 30, 1970. 


Representations were received from the following: 


Atlantic Sugar Refineries Co. Ltd. 
British Columbia Sugar Refining Co, Ltd. 
Canada and Dominion Sugar Company Limited 
Cartier Refined Sugars Ltd. 

St. Lawrence Sugar Limited 


Canadian Sugar Beet Producerst Association 
Raffinerie de Sucre de Québec 
Union Catholique des Cultivateurs 


Golonial sugar Reraning Co, Ltd, (Fiji) 

Cuban Sugar Trade Organisation 

Mauritius Chamber of Agriculture and 
Mauritius Sugar Syndicate 

The Queensland Sugar Board (Australia) 

South African Sugar Association 

Swaziland Sugar Association 

Uganda Sugar Manufacturers Association 

The West Indies Sugar Association (Inc.) 

Meyehew My shuetin 

* The Canada Starch Company Limited 


Canadian Industrial Sugar Users 
Consumerst Association of Canada 


* The Canadian Beekeepers’ Council 
Canadian Wine Institute 


Canada West Indies Molasses Co, Limited 
Imperial Molasses Company Ltd. 
Pacific Molasses Limited 
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‘ Not represented at the hearing 


INTRODUC TION 


in the fetter or reference to the board, ‘the Minister of 
Finance said, in part: 


"In view of recent changes in the international sugar mar- 
ket including Canada's accession to the new International 
Sugar Agreement, I believe it would be useful to review 
thoroughly the rates of duty and the tariff nomenclature for 
sugar and related products, 


"T therefore direct the Tariff Board to make a study and 
report under section 4(2) of the Tariff Board Act on tariff 
items 13400-1 to 13705-1 inclusive, tariff items 14000-1 and 
14005-1 and on item 9/7050-1... The study should cover, inter 
alia, the effectiveness of the present nomenclature and the 
economic effect of the tariff structure on imports and prices 
of refined sugar, on the Canadian refiners’ margins, and on 
sugar beet production in Canada." 


Of the tariif items given in the Minister's letter which 
apply to cane and beet sugar, some portions are reproduced below, in 
brief form; the items which apply generally to molasses, syrups and 
miscellaneous products are discussed in some detail in later sections 
of the report. All the tariff items under review are reproduced in 
the Appendix on Tariff History. The long schedules of rates under 
items 13400-1 and 13500-1 are also shown in that Appendix; the rates 
shown here under items 13400-1 and 13500-1 are those to which refer- 
ence is made more frequently in the text of the sections of this 
report, which follow. 


13400-1 All sugar above number sixteen Dutch 
Sstendara 1m colour, and ali refined 
sugars of whatever kinds, grades or 
standards, not covered by tariff item 
13500-1 
When exceeding 99° ........ per 100 lbs. $1.09 $1.89 


GATT 
Ex. Sugar, produced from sugar cane or beets 


The Government of Canada undertakes, with 
respect to sugar dutiable under tariff 
items 13400-1 and 13500-1, not to impose 
rates of duty higher than those in effect 
on Ist July 1939, but reserves the right 
to revise the wording of the said tariff 
items, provided that under any such 
revised wording the over-all incidence 

of import duties and taxes shall no be 
greater than that in effect on lst July 


L737: 


Union of South Africa Trade Agreement... 
Britism Lreteren ial. 


13405-1 Sugar, for use in the manufacture of wine... 
per one hundred pounds $.0109  $.0189 


13500-1 Sugar above number sixteen Dutch standard 
in colour when imported or purchased in 
bond in Canada by a recognized sugar 
refiner, for refining purposes only, under 
regulations by the Minister, and sugar, 
n.Oo.p,, not. above number sixteen Dutch 
Spanasra Wi COLOUr A a: 
When exceeding 95° but not exceeding 96° 
per 100 lbs. 28.712¢ $1.28712 


NOTE: (See extract shown under tariff 
item 13400-1) 


Australian Trade Agreement 

13500-2 Sugar above No. 16 Dutch standard in colour 
when imported or purchased in bond in Canada 
by a recognized sugar refiner for refining 
purposes only, under regulations by the 
Minister, when exceeding 98 degrees, but not 
exceeding 99 degrees polarization. ....+e+css 
per 100 lbs. 31.64 cts, 


Union of South Africa Trade Agreement ...... 
British Preferential 


97050-1 Raw sugar, imported other than under the 
General Tariff, When used by a recognized 
sugar refinery in the production of refined 
sugar used in the, manuflacture of wine J..... 
99 per cent drawback 


In very general terms the various items of this Reference 
apply mainly to the products noted in the following: 


Principal Products Imported 


Tariff Item Under the Item 

13400-1 refined sugar 

13405-1 sugar for wine 

13500-1 raw sugar for refining 

13505-1 invert sugar; syrups excluded 
from items 13600-1 and 13650-1 

13600-1 cane molasses, not for human 
consumption 

13650=1 beet molasses 

13'700-1 molasses for human consumption 


(actually a syrup) 


13°7705-1 molasses powder 

14000-1 Syrupsen.O.p., ancluding syrups 
in consumer containers 

14005=-1 shredded sugar cane 

97050=1 drawback of duty on raw sugar 


used in refined sugar for wine 


The main body of this report deals with the cane sugar 
refining industry, the production, distribution and pricing of 
refined sugar, imports of raw cane sugar, international agreements 
and many related subjects, Sugar beet production is dealt with in 
a separate section, as are molasses and syrups; these subjects, 
though related to the sections of the report dealing with cane and 
beet sugar, seemed sufficiently different to warrant such treatment, 
The parts of the report which relate to sugar beets, molasses and 
syrups and to other, miscellaneous products, follow the sections 
which deal with raw and refined sugar, 


The report was written over a period of several months and 
some sections were completed before others, Where developments 
subsequent to the completion of a section appeared significant, sup-— 
plementary material was added, as in the section on molasses; where 
the conclusions did not appear to be affected, the text remained un- 
changed but the later statistics were added to the tables, 


The term "British preferential margin" or, more briefly, 
“oreferential margin't is used throughout the report; this margin is 
the difference between the rates of duty under the B.P. and M.F.N. 
Tariffs, of the relevant tariff items. For example, the rates of 
duty for sugar exceeding 95° but not exceeding 96°, per 100 pounds, 
under item 13500-1, shown earlier, were 28.712 cents, B.P., and 
$1,28712, M.F.N., and the preferential margin is $1.00 per 100 
pounds, A seller of B.P. sugar to a Canadian refiner could demand 
75 cents more per 100 pounds, in the above example, and still under- 


sell an M.F.N., seller of comparable sugar by 25 cents per hundred- 
weight. The additional amount paid by the Canadian refiner because 
of the existence of the preferential margin in the rates of duty 
under item 13500-1 is referred to as the "preferential premium." 


Statistics relating to sugar and its products were obtained 
from a large number of sources and were reported in different units 
of quantity and value; in this report, quantities shown in tons are 
always in short tons, unless otherwise specified; throughout the 
report, hundredweights are units of 100 pounds; values are given in 
Canadian currency unless noted otherwise. Because of the unusually 
large number of sources of the statistics used, time lags in report- 
ing sometimes resulted in problems of reconciliation. For example, 
purchases of sugar by the U.K. Sugar Board may have been reported 
by that Board in 1967, but the actual exportation of the sugar may 
have been recorded in 1968, the year in which the sugar was actually 
shipped, As a result the actual exports under Negotiated Price Quotas, 
as reported by the country of origin, may differ from the quantities 
reported by the Sugar Board, This, and other statistical problems 
were resolved as appeared appropriate, 


The principal issues relating to cane sugar involved the 
tariff nomenclature, the rates of duty on raw and refined sugar and 
the British preferential margin in the rates of duty on raw sugar. 
Although spokesmen of the various interests represented at the public 
hearing discussed the matters specifically referred to the Board for 
investigation, such as the International Sugar Agreement and the 
refiners' margins, these were not particularly controversial subjects. 
The most controversial subjects were the suggested alternatives to ‘ 
the Dutch standard of sugar color, and the British preferential mar- 
gin in the Canadian rates of duty on raw sugar. 

( 

A great deal of discussion revolved around the question of 
an acceptable substitute for the long obsolete Dutch standard of 
sugar color, In the end, it was generally agreed among Canadian 
refiners that no substitute was necessary and that all references to 
the Dutch standard should be deleted from tariff items relating to 
sugar, that is, items 13400-1, 135001 ‘and13500=2, = (Vol. “4p. S12, 
SLOG 58h) , bub that) ten 13500-1, as amended, should cover sugar 
imported by refiners for refining purposes only and item 13400-1, as 
amended, should cover sugars n.o.p. imported by others than refine- 
ries and wineries, at the higher rates proposed for refined sugar. 


No agreement was reached, at the public hearing, with 
respect to the magnitude of the preferential margin in the Canadian 
rates of duty on raw sugar, but there was general agreement among 
Canadian refiners and B.P. sugar producers that a preferential 
margin should continue to be part of the rate structure, One excep-— 
tion was contained in the submission of Mr. R.W.M. Austin, but his 
proposals relative to quotas, and bilateral agreements with certain 
suppliers, would have a similar effect; the Canadian Industrial Sugar 
Users proposed free entry for all raw sugars and, therefore, no pre— 
ferential margin. 


Most Canadian refiners proposed free entry for B.P. raws 
not exceeding 99° in polarization but they differed in their views 
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regarding the appropriate corresponding levels of the M.F.N. Tariff. 
With one exception, Cartier Sugar Refineries Ltd. (Cartier) they 
proposed schedules of M.F.N. rates related to the polarization of the 
raw sugar; with free entry under the B.P. Tariff at 96°, the basic 
polarization for the international prices of sugar, they proposed 
M.F.N. rates and, therefore, also preferential margins, of 60¢, 78.2¢ 
and $1.00, per 100 pounds. Cartier proposed rates of Free, B.P. and 
75¢, M.F.N., per 100 pounds for all raw sugars not exceeding 99° in 
polarization. 


The British Columbia Sugar Refining Company, Limited (B.C. 
Sugar), the farm organizations, the sugar beet producers and the spokes- 
men for beet sugar factories, all urged that the existing rates of duty 
on raw and refined sugar should remain unchanged and, therefore, that 
the current preferential margins should also not be changed. 


Suppliers of raw sugar whose imports enter Canada under 
the B.P. Tariff opposed any reduction in the existing preferential 
margins on raw sugar but Cuba urged that the margins should be 
either eliminated or reduced. 


With respect to item 13400-1, which applies essentially to 
refined sugar, Canadian refiners were almost unanimous in proposing 
that the existing rates of duty remain unchanged; the only exception 
was the proposal of St. Lawrence Sugar Limited (St. Lawrence) that 
the M.F.N. rate on sugar exceeding 99° polarization be reduced from 
$1.89 to $1.62 per 100 pounds. The Canadian Industrial Sugar Users 
proposed free entry for all refined sugar, regardless of origin. The 
Consumers' Association of Canada urged that the rates of duty on 
refined sugar should be reduced in line with the reduction in the 
raw sugar duties which they proposed, "so as to no more than maintain 
or preferably, so as to reduce the effective protection now enjoyed 
by Canadian refiners". - (Vol. 9, p. 1619) 

There was almost no opposition and relatively little 
discussion of the proposal of the Canadian Wine Institute that end- 
use item 13405-1 remain unchanged in wording and rates. The main 
concern of Canadian refiners was that such concessions should not be 
extended to others. There was also little discussion of item 13500-2,. 
which gives effect to trade agreements with Australia and South Africa; 
the consensus appeared to be that the rates which apply to Australian 
and South African sugar of the relevant polarizations should be the 
same as the proposed B.P. rates. 


Because of their complexity, the above outline of the pro- 
posals indicates only the general positions taken by various parties 
at the public hearing and in briefs submitted to the Board. A more 
detailed discussion of the proposals and the arguments submitted in 
their support is given in later sections of this report, following 
the description and analysis relevant to the various aspects of sugar 
refining in Canada. 4 


Historical Background 


World consumption of sugar expanded rapidly in the early 
years of the present century, but not sufficiently to keep pace with 
increases in production. Much of the production increase had been 
stimulated by the subsidies and bounties provided by governments of 
continental European countries to their sugar beet producers and, as 
a result, stocks of sugar began to accumulate and prices began to 
fala, By [91h} for example, thew price Of ype ned sugareon sure 
United States averaged a little over 4.5 U.S. cents a pound and, but 
for the coming of the first world war, might have fallen even further, 
The mobilization of armies deprived the European farms and mills of 
their labour force and much of the sugar beet producing area was 
devastated. The decline in European beet sugar production was rapid 
and sugar became a scarce commodity. Germany was the world's 
leading sugar producing country in 1914 was an output of three 
million short tons; by 1920, its output had dropped to 1.2 million 
tons. This decline reflected a general trend in Europe, where the 
total production dropped from 9.2 million tons in 1914 to A472 million 
tons in 1920, Prices soared, 


Increasingly, the Allied Powers turned to the supplies of 
raw cane sugar which were obtainable from areas far removed from the 
hostilities. Outstanding among these was Cuba, which increased its 
production from about three million tons at the beginning of the war 
to some 4,5 million tons by the end. Many other sugar cane producing 
countries increased their output, but on a lesser scale than in the 
case of Cuba, The net increase in all countries amounted to roughly 
2.0 million short tons and the total world production of cane sugar 
increased from about 8.5 million to almost 10.5 million tons, a very 
substantial increase but far short of the decline in output of beet 
sugar. The result of these. changes was that world sugar production, 
both cane and beet, declined from 18.4 million short tons before the 
war to 15.9 million at the end. 


By the end of the first world war the geographical distri- 
bution of production had been changed quite dramatically. Before 
the war, Europe produced about one half of the world's sugar; by 1920, 
its share had dwindled to a mere 26 per cent of the total. The Carib-— 
bean region accounted for 22 per cent of the world's output at the 
beginning of the war but, by 1920, had increased its share to 35 per 
cent. Immediately before the war, beet sugar accounted for more 
than one-half of the total supply; by 1920, the proportion was just 
over one-third, 


In the early post-war years, governments gradually removed 
their restrictions on the distribution of sugar, but European pro- 
duction continued to decline, At the same time, the various war- 
time systems of price control were wound up and the rising demand 
coupled with falling supply, made for spectacular price increases, 
In the U.S.A., during the period of government controls, the price 
was fixed at nine U.S. cents a pound for refined sugar; by May 1920, 
after the removal of price restrictions, the price of raw sugar rose 
to 224 U.S. cents a pound and the price of refined sugar rose cor- 
respondingly. 


This was a period of great prosperity for sugar cane pro- 
ducers; in Cuban economic history it is referred to as the "dance 
of the millions." This did not last. The high prices which pre- 
vailed in the U.S.A. attracted sugar from all parts of the world, 
In the summer and fall of 1920 prices weakened and then fell catas- 
trophically. From the 224 U.S. cents a pound, which Cuba was ob- 
taining for raw sugars sold in the U.S.A., in May 1920, the price 
fell to 3 5/8 U.S. cents a pound by. December, 1920%. by 1921 ,) the 
price was below two cents a pound. In that year, Cuban sugar pro- 
ducers organized themselves into a cartel in an attempt to maintain 
prices, but it is doubtful whether it had any appreciable effect, 
In 1922, the improvement in economic conditions in Europe increased 
the demand for sugar and prices began to rise again. 


Meanwhile, in Europe, most countries had responded to the 
shortages and the high prices of sugar by rebuilding their domestic 
beet sugar industries, The Brussels Agreement, signed in 1902, which 
bound most European countries to eliminate all direct and indirect 
bounties on the production or export of sugar, had been in abeyance 
during the war and, in any case, terminated officially in 1919. 
France, Germany, Belgium and Austria began to reinstate import duties 
on sugar which, under the Agreement, had been previously revoked. 
Other European countries also increased their duties on foreign 
sugar and instituted two-price systems which allowed domestic pro- 
ducers to obtain high prices in their home market to offset export 
Sales au low=praices, —in 1919; the British Government ‘granted a 
duty preference on sugars imported from its colonies and five years 
later, legislation was enacted giving British sugar beet growers 
a subsidy. 


Canada had been the first Commonwealth country to institute 
preferential tariffs on sugar. The margin of preference was 17.875 
cents per 100 pounds at the turn of the century and 23,8 1/3¢ per 
100 pounds from 1900 to 1906. In 1906, the margin was reduced to 
203¢ and again, in 1913, to 16.75¢, per 100 pounds, but was raised 
at the outbreak of the first world war to 33..75¢ a hundred pounds. 

In April 1921 the margin of preference was again increased sharply, 
to 83.712 cents a hundredweight and in 1926 to $1.00, the existing 
preferential margin per 100 pounds of 96~ raw sugar. 


By 1925 the Cuban crop had reached nearly six million 
short tons and stocks continued to rise and prices to decline. In 
1926 and again in 1927, the Cuban Government limited production, 
first to 54 million tons, then to five million, This action gave 
some temporary relief, but the outlook was far from bright. Pro- 
duction continued to increase in the rest of the world and its rate 
of growth still exceeded that of consumption, Once more, in 1928, 
Cuba restricted her crop, this time to 4.5 million tons, This 
action met with little or no co-operation from the rest: of the world 
and Cuba let her 1929 crop increase without hindrance and, as a 
result, it almost equalled the 1925 record of nearly six million 
tons, In July of 1929 a Cuban delegation visited Europe in an 
attempt to awaken interest in a plan for the co-operative curtail- 
ment of production, but little was accomplished, Prices continued 
to fall and in September 1930 they reached one cent per pound of 
raw sugar, cost and freight paid basis, at New York. 


As the result of these developments the world was again 
facing a position of serious over-production of sugar by 1931. 
World production had reached almost 28 million tons and Europe had 
increased her share of this total to 40 per cent compared with 26 per 
cent in 1920, The share of the Caribbean-region countries fell from 
35 per cent to 20 per cent. These changes reflected the increased 
share of beet sugars, which rose from 34 to 45 per cent of the world's 
production between 1920-21 and 1930-31. The position was aggravated . 
by the geographical imbalance of supply and demand. Continental 
Europe had achieved a position as a marginal net exporter of sugar 
while the countries with sugar-dependent economies, principally in 
the Caribbean area, had few outlets for their production outside 
North America and the United Kingdom, 


In November 1930, largely through the initiative of Mr. 
Thomas L. Chadbourne, a New York attorney representing Cuban sugar 
interests, a series of conferences of sugar producing nations were 
held and, as a result,an International Sugar Agreement was signed on 
the 9th of May, 1931, in Brussels. . The, signatories, were Cuba, Java 
(later Indonesia), Czechoslovakia, Germany, Poland, Belgium and 
Hungary. Cuba and Java were the principal exporters of raw cane 
sugars; the last five were the principal beet sugar producers in 
Europe, Together these countries represented nearly 45 per cent 
of the worldts sugar production and accounted for 85 to 90 per cent 
of the sugars exported to "freet! world markets -— those in which 
prices were not controlled by special arrangements. The Agreement 
fixed the maximum quantities which could be exported by each of the 
sipnatory countries for a period of .five years) ending Seépuember slat, 
1935 and stipulated when and how export quotas could be raised, 
During the five-year term of the Agreement world sugar stocks 
dropped from a peak of 132 million tons to approximately 10 million 
and the increase in world production was halted. Despite this, the 
plan was not considered to be successful in lifting world prices to 
a profitable level. Its failure to do so was ascribed to the lack of 
co-operation by non-signatory countries, 


To comply with the Agreement, Cuba limited its 1933 crop to 
2% million tons compared with a production of 5.8 million tons in 
1929; and Java gradually reduced its crop to about 700,000 tons, by 
1935, compared with 3.3 million tons in 1931. The five European 
countries reduced their joint outputs from nearly 54 mid Lion tons! to 
less than 3 million tons, by 1933. Despite these drastic measures, 
the industry remained seriously depressed as a consequence of low 
prices, The economic conditions of the early 1930s not only cur- 
tailed spending power throughout the world, but also resulted in a 
wave of economic nationalism. In the case of the minor sugar produ- 
cing countries, this nationalism frequently took the form of attemp- 
ting to gain self-sufficiency in sugar. 


On the 25th of April 1934, the U.S. Congress passed the 
Jones—Costigan Amendment to the Agricultural Adjustment Act, which 
included provisions for a quota system on imports and a processing 
tax of one-half cent a pound on raw sugar, to support a program of 
benefit payments to domestic cane and beet sugar producers conditional 
on crop curtailment and other requirements on the part of producers. 


Simultaneously with the imposition of the processing tax, the duty 
on Cuban raw sugar was reduced initially from 2¢ U.S. to 1.5¢ U.S. 
per pound and, later that year, to 9/10 cent per pound. Conditions 
in the sugar industry in the U.S.A., its possessions and Cuba im- 
proved. The Jones-Costigan Amendment of 1934 was followed by the 
Sugar Act of 1937 which largely re-enacted the conditions of the 
Amendment. 


By the change in British tariff rates in 1919, the British 
Caribbean countries had received the benefit of preferential tariff 
treatment on sugars exported to the United Kingdom; in addition, 
they had also benefited from the increased margin of preference on 
sugar exported to Canada after April 1921. Nevertheless, the econo- 
mies of these countries had suffered severely as the result of the 
Dec nine Prices inane latLlem pant.ol. the, 1920's, Im 932, the 
United Kingdom increased the margin of preference granted to British 
Colonial producers relative to all other suppliers of sugar’, including 
Domine oeipplicrs,.1.0r measons of social, policy, In order that, the 
increase in the United Kingdom preference should not merely divert 
West Indian sugar from Canada to the United Kingdom, the British 
Government imposed quotas on imports of sugar entitled to these pre- 
ferential rates of duty. These special quotas amounted to a substan- 
tial proportion of the total sugar production of these countries and, 
since they were revised upwards, in most years they constituted a 
strong incentive to increase the output in these areas, 


In January 1937 the League of Nations extended invitations 
to 22 of the leading producing and consuming countries to attend a 
world sugar conference which was held in London on the 5th of April 
that year. This conference negotiated an International Sugar 
Agreement which was to remain in force for five years beginning 
September 1937. The document was signed by 21-nations which, together, 
accounted for.approximately 85 per cent of the world's sugar produc- 
tion and for about 88 per cent of the world's sugar consumption. 


In effect, the 1937 Agreement placed the principal exporting 
countries of the world on a quota basis, discouraged excess produc-— 
tion and provided for the reduction of accumulated stocks. Another 
important feature was the provision for co-operation between the 
principal exporting and consuming countries. By the time the U.5. 
Sugar Act of 1937 and the London International Sugar Agreement be- 
came effective, plantings of sugar cane and beets were sufficiently 
large to produce a crop of over 34 million tons, a world record at 
that time; cane accounted for approximately two-thirds of the total. 
The large production in the 1937-38 season again proved too much for 
the demand at the then current prices, and prices sagged. 


The operation of the International Sugar Agreement was over- 
taken by preparations for the second world war and, by the end of 
1939, almost every country in the world had some form of emergency 
control of sugar and the Agreement was ignored. 


From the outbreak of war in 1939 to the end of 1941, ample 
supplies of sugar were available in the major exporting countries. 
Among the principal importing countries, Britain was more concerned 
with the allocation of its exchange reserves and shipping space than 
the procurement of sugar. The invasion of Holland, in 1940, had the 


10 


effect of making large stocks of sugar available in Java, Thus, for 
the first eighteen months of the war, the United Kingdom had no dif— 


ficulty in obtaining from Commonwealth sources and from Java, all the 
sugar for which it was prepared to allocate foreign currency and 
shipping space. By 1941, the scarcity of shipping forced the United 
Kingdom to concentrate on sources relatively close at hand for its 
imports of sugar. The U.S.A. was not yet involved in hostilities 

and her traditional overseas supply areas were not, at that time, cut 
oft).by the war, 


Meanwhile, the major sugar beet producing areas of western 
Europe had been overrun by the Axis Powers, as had the Ukraine, which 
was responsible for the bulk of the production in the U.S.5S.R. 
Following the entry of Japan into the war in December, 1941, the sugar 
producing areas of the Philippines and Indonesia were also denied to 
the sma Megat 


By 1942, sugar available to Allied governments had been 
drastically reduced and the position was further aggravated by the 
complications involved with the loss of the major rubber exporting 
areas of Indonesia and Malaya, The loss of these areas led to the 
establishment of a large synthetic rubber industry which required 
large quantities of alcohol and, therefore, created a heavy demand 
fortsugar Tor its’ manulacture, “Thus. “am splveror aerecoraecl po. 
beet sugar in the U.S.A.in 1942, rationing was introduced there, in. 
May of that year. 


Canada also introduced rationing and price control of sugar 
at about the same time and sugar was rationed from July, 1942 to 
November, 1947. In addition, Canada suspended all tariffs relating 
tO raw isugar’for refining from Apruly 1942°Co Neovencer, 1047" 


In view of the acute shortage of shipping space, the United 
Kingdom turned almost exclusively to the Caribbean area as its source 
of raw sugar supply. With the Philippines and Indonesia under 
Japanese control and with a difficult general situation with respect 
to Pacific Ocean shipping and, therefore Hawaiian supplies, the U.S.A. 
and Canada also turned largely to the Caribbean for raw sugar supplies. 
During the latter part of the warn sugar supplies to Britain, the 
U.S.A. and Canada were allocated by a three-nation Combined Food Board. 


Hostilities. ceased in Buropesin May7o1945,,endgin Asiasin 
the following August. The 1945-46 world sugar crop was less than 23 
million tons, the smallest in over two decades, European output 
dropped to less than 53 million tons, little more than half the 
normal pre-war crop and production in Asia amounted to about six mil- 
lion tons compared with over ten million immediately before the war. 
In these circumstances sugar rationing and price control were main- 
tained in most countries, The U.S.A. continued to buy the exportable 
surplus of Cuban output and the United Kingdom purchased the Dominican 
and Haitian exports as well as the sugars available from Commonwealth 
countries, for Canada and itself, Both the United Kingdom and the 
U.S.A. were paying about 5 U.S. cents a pound, or a little less, for 
raw sugar at this time. 


Ast 


The Gombined Food Board (of the U.S.A., the United Kingdom 
and Canda) was succeeded by the International Emergency Food Council 
of nineteen nations, in 1946. Subsequently, six more nations were 
added to the Council. This body continued to allocate foods which 
were in short supply, including sugar, on an international basis. 
Peru, with sugar exports of about 336,000 tons, was the only impor- 
tant sugar-exporting country which remained outside the international 
control, Sugar in the free world market fetched much higher prices 
than under international allocation, often as much as 15 U.S. cents 
a pound for refined sugar. 


The world shortage of sugar, together with the assurance of 
the International Emergency Food Council that all that could be pro- 
duced would be sold at remunerative prices, was a stimulus to increa- 
sed planting. In the 1947-48 season total world production rose to 
28.7 million tons, compared with 22.0 million tons in 1945-46 and 
Cuba harvested a record of 6.7 million tons, The improved supply 
position led the U.S.A. to abolish consumer rationing in June 1947 
and industrial rationing in August. As noted, Canada ended rationing 
of sugar in November, .1947. 


Although 1947-48 world production was still somewhat below 
the pre-war average, the Western Hemisphere was producing almost 
four million tons more than it did before the war, Asia, principally 
Java, the Philippines and Formosa, had as yet shown few signs of the 
restoration of normal conditions in sugar production, Europe, on the 
other hand, had made a substantial recovery although available 
supplies were still substantially below requirements, because of the 
acute shortage of dollars which impeded purchases from the regions 
where surplus sugar was available. By the 1949-50 season, Europe 
was producing 30.7 per cent of the world output of sugar compared 
with about 35.2 per cent before the war and the Caribbean region 
was producing 31.0 per cent of the total compared with 20.2 per cént 
pre-war. Each of the other main world regions except Africa and 
South America, both of which were relatively small producers at that 
time, were producing a smaller proportion of the world total than 
they did before the war, 


Post World War II Developments 


: _ The recovery in world sugar production from the effects of 
World War II appears to have been completed by 1950, when the pre- 
war productiion was surpassed with a world output, in 1950-51, of 37 
million short tons. Production continued to rise rapidly until, in 
1969, it amounted to 76.8 million tons. 


The most prominent feature of the post-war period was the 
division of world markets into zones based on some form of restricted 
entry. The U.S. quota system, originally introduced in 1934, alloca- 
ted quotas to U.S. cane and beet sugar producers, both on the mainland 
and in Hawaii, the Philippines and Puerto Rico as well as to foreign 
suppliers. Since 1960, the large quota formerly allocated to Cuba 
has been re-allocated to a number of countries, many in the Caribbean 
and South America. 
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During World War II, the United Kingdom bought all the 
exportable surplus of sugar from Commonwealth countries; after the 
war and after lengthy discussions, the Commonwealth Sugar Agreement 
was signed in London, in 1951. Under this agreement the United 
Kingdom agreed to purchase specified quantities of sugar from each 
territory at prices fixed at the level declared to be reasonably 
profitable to an efficient producer, In addition to the negotiated 
price quotas, over-all export quotas to British preferential markets 
are fixed, which the producing countries undertake not to exceed, 


The sugar trade between France and her overseas departments 
and territories are considered to be internal transactions, From 
the 1954-55 season to the 1957-58 season, production quotas were 
established on the basis of the then current requirements, Begin- 
ning with the 1958-59 season a new approach was adopted, A produc- 
tion goal of 2.2 million tons of refined sugar was allocated to the 
producing areas of the French Community, which includes France, 
Guadeloupe, Martinique, Réunion, French Guiana, French Somaliland, 
and French Oceania, Individual production targets vary from year 
to year, but the total must not decline below two million tons, 
Since 1953, an organization has been operating to equalize prices 
obtained from the sales within the French Commnity and from exports 
to the free market. A storage fund financed by a levy on sugars 
produced was established in 1957, This fund makes payments to 
sugar manufacturers and refiners on all sugar produced within the 
target quota of two million tons, which is held in stock or is en- 
route to metropolitan France; no payments are made for sugar pro- 
duced in excess of the quota although such excess sugar remains sub- 
ject to the levy. 


Angola and Mozambique produce practically all the sugar 
consumed by the Portuguese economic system, The Portuguese Minister 
of Economic Affairs estimates the consumption requirements each 
year and limits imports accordingly. The government annually sets 
the prices of raw white crystal sugar produced in Angola and 
Mozambique. 


The socialist countries regulate much of their trade in 
sugar by a series of trade agreements; these are concerned princi— 
pally with the allocation of the Cuban crop among the socialist 
countries, 


World production of centrifugal sugar rose from under 58 
million ‘short tons, in 1960; toinearly: 77imil liom ters sins 1969; 
The British preferential countries increased their share of this 
total, very slightly, from 15 per cent in 1960 to 17 per cent in 
1969. Since 1960, there has been a small but noticeable change in 
the composition of the total production; in 1960, beet sugar 
accounted for 43.7 per cent of the total world production; by 1969 
it had risen to 44.4 per cent, The position was somewhat different 
among the British preferential countries in that the proportion of 
beet sugar of the total was not only very much lower, but it dropped 
significantly, from 15 per cent in 1960 to 11 per cent in 1969. 


The world trend has been towards a somewhat greater self- 
sufficiency with respect to sugar; world exports amounted to 37 per 
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cent of world production in 1960 but the proportion had dropped to 
29 per cent, by 1969. The British preferential countries departed 
from the over-all pattern, in.that production rose by much more, 

54 per cent compared with 33 per cent; to a large extent this has 
been due to the increased production of Australia and South Africa. 
However, although total B.P. exports increased by more than one 
million tons,'in this period, the proportion of the production which 
was exported, dropped from 43 per cent in 1960 to 37 per cent in 
1969. 


Thus, the world production of sugar has been rising and 
that of British preferential countries has been growing at a more 
rapid rate than the world total, Beet sugar has formed an increa— 
sing proportion of the over-all total and by 1969, had come to 
represent over half the output of the non-—British preferential 
countries, However, in the British preferential countries, beet 
sugar had never been of much importance and its relative contribu- 
tion has declined in recent years, 


In Canada, production of sugar, all beet, fell by six per 
cent during the 1960's, from 168,000 tons in 1960 to 158,000 tons 
in 1969. However, the period also saw a rise in consumption of 39 
merecennwt romec><,000't0 1,2 million tons,. The percentage rise in 
Canadian domestic consumption between 1960 and 1969 was almost’the 
same as that of world consumption, of 40 per cent. 


During the 1960's, world net exports actually decreased 
Pyeone per.cen,,. reLlecuing thevtrend to greater self-sufficiency 
and the rapidly rising world levels of consumption. Exports by B.P. 
countries did not follow the general trend and increased by 1.14 
muljJicn tons duritigethe decade,sa rise of 31. per cent, However, 
the premium=-price markets available to B.P. exporters, under 
Negotiated Price quotas in Britain and under the U.S. Sugar Act 
quotas in the U.S.A., increased by 625,000 tons, between 1960 and 
1969 and accounted for 55 per cent of the additional exports of B.P. 
countries, and the increase in Canadian consumption accounted for a 
further 29.per cent. Thus, although exports by B.P. countries have 
increased fairly substantially, in the past decade, the demand for 
these supplies also has increased substantially. 
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THE PRODUCTS 


Refined, white, granulated sugar is purified and crystal- 
lized sucrose; it is much the largest single output of the Canadian 
sugar refining industry and, in 1969, accounted for about 65 per cent 
of the quantity and 70 per cent of the value, of the total output of 
sugars and molasses of Canadian cane and beet sugar manufacturers. 

It is sold unbagged in bulk, and in 50- and 100-pound bags, to large 
industrial or institutional users, and in a wide variety of packages 
from the individual servings used by restaurants to the two-, five- 
and ten-pound packages for direct consumption. ‘Some finely granulated 
sugar is also sold in one-pound packages for use on fruits or other 
desserts. In Canada, any product sold as "sugar" must be at least 
99.8 per cent sucrose, according to the regulations under the Food 
and Drugs Act. There is no discernible chemical or physical differ- 
ence between beet and cane sugar under modern conditions of manufac- 
ture and the existing regulations do not differentiate between them. 
The relative importance of the various products, in 1969, is shown 
below. 


Table 1: Shipments of Principal Sugar Products, 1969 


Proportion of Total 


Shipments, 196 Quantity Value 
mn. 1b.\@) $1000 $/cewt. per cent 
Granulated white: 
cane dy so 1097 55 8.00 62.9 61.6 
beet LY 19, 330 6.33 10; dial 
Total granulated 
white 1,571 126,485 8.05 7348 ret 
Loaf & cube 12 La59eP sijea, 0.6 0.9 
Pulverized & icing 106. 9,849 9.26 Ae) Ba] 
Yellow & brown AP eles 11,696 9.36 Ded 6r/ 
Liquid & invert (>) 316 210555 baoee Wis 14.0 
Total products aoa 4734983 OV L7 100:.0 100.0 
By-Products(¢) 
Cane molasses is) 719 1.48 
Beet molasses 90 aitmts oth er 
Beet pulp(d) 138 pies oa, 
Total, all 
products 2,107 179,310 ~ 


(a) Contained sugar 

(bo) Includes all liquid sugars, invert sugar and mixtures 
(c) In terms of actual weight 

(d) Includes dried beet pulp with molasses added 


source: DBS, Cat. No. 32-222 
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Canadian regulations define liquid sugar as "the food 
obtained by dissolving sugar in water." Liquid sugar of a high 
sucrose content can be withdrawn from the processing operations just 
before crystallization operations begin. It may be sold as withdrawn 
or it may be diluted to certain lesser concentrations specified by 
the purchaser; it may also be sold as a mixture of liquid and invert 
sugar, diluted as required. 


Certain white sugar specialties are produced from granulated 
sugar by most Canadian refiners. These include cubed or diced sugar, 
and icing sugar; icing sugar is a very fine, pulverized sugar to which 
either a maximum of five per cent of starch or another anti-caking 
agent may be added, under the existing regulations. 


When imported, granulated white sugar and the white sugar 
specialties described above would be entered under tariff item 13400-1; 
solutions of sugar would be classified as syrups under items 13505-1 
or 14000-1, depending on the gross weight of the receptacle and con- 
tents, in which imported. 


Brown or yellow sugars, the so-called "soft sugars", are 
made in Canada by Atlantic Sugar Refineries Co. Ltd. (Atlantic), by 
St. Lawrence, by the Montreal plant of Canada and Dominion Sugar 
Company Limited (C. & D.) and by B.C. Sugar. The colour of the prod- 
uct varies from a pale yellow to a dark brown. It may not contain 
less than 90 per cent sugar and invert sugar, nor more than 4.5 per 
cent of moisture and 3.5 per cent of sulphated ash, according to the 
regulations. It was stated, at the public hearing, that soft sugars 
are a Canadian specialty and that they are a larger proportion of the 
total production of all sugars in Canada, than in any other country. 
In effect, refiners who produce soft sugars can sell a greater propor- 
tion of their output at sugar prices, and a lesser proportion at the 
much lower molasses prices, than can those refiners who do not produce 
soft sugars. However, the production of soft sugars requires addi- 
tional processing and is undertaken at extra cost. 


In 1969, soft sugars accounted for six per cent of the total 
output of sugars by Canadian refineries and nearly seven per cent of 
the total value of this output, excluding molasses. Beet sugar 
factories do not produce soft sugars, largely because of the undesir- 
able flavor of beet molasses. Two of the cane sugar refineries, 

CG. & D. at Toronto and Cartier, also do not produce soft sugars. 

Soft sugars are seldom, if ever, imported into Canada. (Vol. 3, p. 398) 
If they were, they would be entered under tariff item 13400-l1 as 
refined sugars. 


Invert sugar consists of equal proportions by weight of 
glucose (liquid dextrose) and fructose (levulose) and is usually 
prepared commercially by the action of dilute inorganic acid on 
ordinary sugar (sucrose); it occurs in nature as the main constituent 
of natural honey. Invert sugar is described in the following extract 
from a brief received by the Advisory Board on Tariffs and Taxation, 
the predecessor of this Board, in the record of its hearing on "Invert 
Sugar Syrups", dated February 18, 1930. 
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"Invert sugar, whether formed by the action of some dilute 
acid, or by the use of some ferment such as brewer's yeast, 
on ordinary cane sugar, consists of equal parts of Dextrose 
and Levulose (fructose). The sucrose content of cane or 

beet juice is determined by placing some of the liquid in 

a polariscope, an optical instrument for examining substances 
in polarized light. As the beam of light passes through the 
liquid the degree to which it is deflected to the right 
depends upon the amount of sucrose in the liquid. If dex- 
trose is present, it also deflects the light to the right but 
fructose diverts the light to the left and more strongly so 
than dextrose does in the opposite direction. A mixture of 
equal parts of dextrose and fructose will, therefore, show a 
deflection to the left. So the conversion of sucrose into 
dextrose and fructose results in reversing or "inverting" 
the direction of the plane of polarized light. Hence this 
reaction is known as "inversion" and the term "invert sugar" 
is used to describe the mixture of equal parts of dextrose 
and fructose." 


In its chemically pure form invert sugar is a solid, but in Canadian 
commercial practice the product is always, or almost always, sold as 
a liquid, whose concentration depends upon the customer's specifica-— 
trons. 


For the special purposes of the industrial sugar market -—- 
confectioners, bakers, jam manufacturers and others -—- sugar refiners 
supply sugars in solution; these may be liquid sucrose, liquid invert 
sugar, or some combination of these. The Canadian regulations define 
invert sugar as "the food obtained by the partial or complete hydrol- 
ysis of sugar" (B. 18.003). Another regulation, B. 18.005, requires 
that "no person shall sell liquid sugar or liquid invert sugar unless 
the label carries a statement of the percentage of sugar or invert 
sugar contained therein", 


Customers who purchase liquid sugars may require a relatively 
pure liquid invert, a relatively pure liquid sucrose, or a solution 
containing both invert sugar and sucrose in certain specified propor- 
tions. As compared with sugar, invert sugar has the advantage, for 
some uses, that it does not crystallize. As compared with dry granu- 
lated sugar, liquid sugar, either alone or in combination with invert, 
has the advantage that it can be pumped into vats or other mixing 
vessels without further preparation. An additional advantage is that 
specified proportions of contained sugars and a specified concentration 
of the solution can be obtained from a refinery thus avoiding the 
necessity of performing mixing and standardizing operations on the 
customer's premises. 


Both of the components of invert sugar, levulose and dex- 
trose, are sometimes described as reducing sugars and this term 
appears in three of the items within the terms of this Reference. 

The name is derived from a characteristic which these sugars share: 
in alkaline solutions, both levulose and dextrose will reduce copper, 
which is present in a solution in the cupric. state, to cuprous: oxide, 
an insoluble form. As a result, the presence of reducing sugars can 
be quickly detected by a simple test and the extent to which they are 
present can be established by using a solution whose content of the 
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soluble form of copper (the cupric state) is known. Sucrose does not 
have this characteristic and, therefore, is not a reducing sugar. 


Imported invert sugar would be entered under tariff item 
13505-1. Syrups of sugar or invert sugar which, after inversion, 
have 71 per cent or more of their total solids in the form of reduc- 
ing sugars, would be classified under tariff item 13505-1 or 14000-1, 
depending on the weight of the receptacle and its contents; they would 
otherwise be entered under item 13600-1 or 13650-1. 


In Canada, levulose and dextrose are not produced from 
refined sugar for sale as separate products, mainly because the 
process of separation is costly. "Glucose" is a name which is often 
applied to dextrose. In their pure forms, glucose and dextrose are 
the same. However, "Commercial glucose or starch sugar is a mixture 
of glucose with other substances, obtained by hydrolysis of starch 
or wood cellulose. The composition of this mixture depends on the 
conditions of manufacture, but as well as the dextrose (pure glucose), 
it always contains maltose and dextrin in varying proportions. It may 
be marketed in the form of cakes or lumps or as a viscous syrup. 
Though less sweet than ordinary sugar, it is used largely in the 
manufacture of confectionery, syrups, ... jams, caramel, etc." 

(B.T.N. Explanatory Notes, 17.02) There is a market in Canada for 
dextrose, or liquid dextrose, but this market is served by corn 
products. If imported, dextrose or glucose products derived from 
corn would enter under tariff item 13900-1, which is outside the 
terms of this Reference. 


Solutions of either pure dextrose or levulose are used in 
medical practice. If imported for parenteral administration in 
therapeutic treatment, such preparations and the component materials 
and articles to be used in making such preparations, enter Canada 
duty-free under item 20625-1; this item also is beyond the terms of 
this Reference. 


A syrup for table use, called "golden syrup" or "refiners' 
syrup", is sometimes produced by refineries; it is composed of a 
mixture of sucrose and invert sugar. In Canada, this product is 
manufactured only by the British Columbia Sugar Refining Company, in 
its Vancouver cane refinery. A similar product, made in Britain by 
Tate and Lyle Limited, is marketed in Canada by Canada and Dominion. 
Canadian regulations specify that golden syrup or refiners' syrup 
shall contain not more than 35 per cent moisture and 2.5 per cent 
sulphated ash. The remaining 62.5 per cent would consist entirely of 
sucrose and invert sugar and, therefore, would be entered under items 
13505-1 or 14000-1, depending upon the weight of the container and 
contents, in which imported. 


According to the regulations under the Food and Drugs Act, 
(B. 18.010), table molasses 


(a) shall be the liquid food obtained in the process of 
manufacturing raw or refined sugar; 


(b) may contain sulphurous acid or its salts; 
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(c) shall contain not more than 
(i) 25 per cent moisture, and 
(ii) 3 per cent sulphated ash." 


At one time, the product was produced in Canada, but this, apparently, 
is no longer the case. If imported, it would probably be entered 
under item 13505-1 or 14000-1; it would qualify for entry under item 
13700-1 if the method of its production met the requirements of that 
item. 


A somewhat similar product is designated as "fancy molasses" 
in the Canadian regulations and is often referred to, in trade, as 
“edible molasses" and "Barbados molasses", Canadian regulations 
require that the term "fancy molasses" shall be applied to "the syrupy 
food obtained by the evaporation and partial inversion of the clari- 
fied or unclarified sugar cane juice from which sugar has not been 
previously extracted ..." (B. 18.009) Therefore, the product is 
actually a syrup and not a molasses. If imported for human consump- 
tion only, it would be classified under item 13700-1. It is unlikely 
to be imported for non-human consumption; if it were, it would be 
entered under item 13505-1 or 14000-1. 


All of the products described above are intended for human 
consumption. Molasses, the by-product of the production of both cane 
and beet sugar, is ordinarily not for human use; in Canada it is used, 
almost entirely, as a constituent of animal feeds and in the production 
of yeast or alcohol. 


The regulations under the Food and Drugs Act, B. 18.011, 
define molasses for use as a food, as follows. 


"Refinerst Molasses, Blackstrap Molasses or Cooking Molasses 


(a) shall be the residual liquid food obtained in the process 
of manufacturing raw or refined sugar; 


(b) may contain sulphurous acid or its salts; 
(c) shall contain not more than 


(i) 25 per cent moisture, and 
(ii) 12 per cent sulphated ash." 


The regulations do not distinguish between molasses obtained in a 
sugar mill from the production of raw cane sugar, and the final 
molasses of cane sugar refineries or beet sugar factories; the Customs 
Tariff distinguishes between cane and beet molasses in items 13600-1 
and 13650-1, when the total of reducing sugars after inversion is less 
than ‘71 per cent of the total solids by weight. <A very large propor- 
tion of the blackstrap molasses used in Canada is imported. Molasses 
is discussed in some detail in a later section of this report. 
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A group of sugars, for human consumption, which are not 
made in Canada, are known by such names as "plantation white sugar", 
"mill white sugar" and "turbinados", These are high polarization 
sugars whose sucrose content is only slightly less than that of the 
refined sugar sold in Canada and whose colour is not quite as white 
as that of refined white sugar. Canadian regulations, under the Food 
and Drugs Act, make no specific provisions for such sugars. However, 
the recommended standards for white sugar of the joint FAO/WHO Codex 
Alimentarius Commission provide for such products; the recommended 
standards for white sugar and plantation white are compared below, 
for the principal specifications which differ. 


Plantation. or Mill 


White Sugar White Sugar 
oy EEN ES not less than Oo.7°S 99.5°S 
Invert sugar, not more than 0.04% 0.10% 
Conductivity ash, not more than 0.04% 0.10% 
Colour, in IcuMSA¢>) units, not 

more than 60 150 


(a) "degrees S" indicates that the readings apply to a solution of 
sucrose 
(b) International Commission for Uniform Methods of Sugar Analysis 


The specifications for plantation whites also allow the presence of 
slightly higher levels of food additives and contaminants. 


The "degrees 5S" in the recommended standards corresponds 
with the degrees polarization as specified in existing tariff items 
13400-1 and 13500-1; the "S" signifies that the polarization reading 
applies to a solution of sucrose. A polarimeter which is calibrated 
in degrees 5 is known as a saccharimeter; a polarimeter which is 
calibrated for more general use would require a table to convert the 
degrees rotation of a beam of light by a solution of sucrose to 
degrees polarization of such a solution. 


As the table indicates, the difference between the minimum 
sucrose content of white sugar and of plantation white sugar is only 
O.4 per cent; in a hundredweight of sugar this difference would be 
only 3,2 ounces. The maximum allowable content of additives and 
contaminants is much less than even this small amount, for both types 
of sugar. Thus, although a product which is sold as white sugar 
under the recommended standards would be very pure and very white, 
plantation white sugars which exceeded the minimum specifications of the 
recommended standards would be almost impossible to distinguish from 
"white sugar" except by chemical and physical analysis in a laboratory. 
Also, because both kinds of sugars would have to be produced in accord- 
ance with certain standards of hygiene, they would be equally safe from 
the standpoint of health. 


At the present time Canadian regulations make no separate 
provision for sugars such as plantation white sugar, for direct con- 
sumption; if imported for such use these sugars would be entered under 
item 13400-1. Existing Canadian regulations prohibit the use of these 
sugars in the production of-the products for which the standards 
specify that "sugar", that is, a product containing not less than 99.8 
per cent sucrose, shall be used in their manufacture. 
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THE CANADIAN SUGAR REFINING INDUSTRY 


In 1969 there were six cane sugar refineries and four beet 
sugar factories in Canada; 


Atlantic Sugar Refineries Co. Limited saint John, NB. 
Canada and Dominion Sugar Company Limited Montreal, Que. 
Cartier Sugar Limited Montreal, Que. 
St. Lawrence Sugar, Limited Montreal, Que. 
Canada and Dominion Sugar Company Limited Toronto, Ont. 
British Columbia Sugar Refining Company 

Limited Vancouver, B.C. 
La Raffinerie de Sucre de Quebec (a) St. Hilaire, Que. 
Manitoba Sugar Company Limited\@ Winnipeg, Man. 
Canadian Sugar Factories Limited\@ Picture Butte, Alta. 
Canadian Sugar Factories Limited a.) Taber, Alta. 


(a) Beet sugar factory 


In the customary language of the trade, an establishment 
which produces beet sugar is usually described as a "factory" and one 
which refines raw cane sugar as a "refinery". Because beet sugar 
factories produce refined sugar, for convenience, establishments of 
both types may be referred to as refineries, in this report, and the 
aggregation of all the establishments of both types as the "Canadian 
sugar refining industry". 


Two establishments, classified by the DBS as sugar refin- 
eries, are neither sugar refineries nor sugar factories, in the usual 
sense of the words. Both Nulomoline Ltd. and La Société Frangaise de 
Spécialités Alimentaires are engaged in the production and marketing 
of liquid and invert sugar, using refined sugar as the principal raw 
material. Because the input of these firms is a part of the output 
of sugar refineries, the addition of their output to that of their 
suppliers, necessarily involves double counting. However, this does 
not appear to be of practical importance, because the production of 
these two companies is not large enough to affect the output of the 
industry significantly. Nulomoline Ltd., is a division of Grandma 
Molasses Limited, a wholly owned subsidiary of the SuCrest Corporation, 
a U.S. company. La Société Frangaise de Spécialités Alimentaries is 
an affiliate of St. Lawrence Sugar Limited; since 1970, the name of 
the company has been changed to the House of Paris Paté. 


Some of the listed sugar refining companies are wholly or 
partially owned subsidiaries of other companies. Canada and Dominion 
Sugar Company Limited (C. & D.) submitted documentation indicating 
that, as of September 30, 1969, the company was owned to the extent of 
56.42 per cent by Tate and Lyle Limited, of London, England; Cartier 
Sugar Limited is owned, to the extent of over 90 per cent of its 
shareholding, by Steinberg's Limited. The Manitoba Sugar 
Company Limited, Canadian Sugar Factories Limited and the British 
Columbia Sugar Refining Company Limited are all wholly-owned subsidi- 
aries of B.C. Sugar Refinery, Limited; thus, only five separate 
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companies operate cane sugar refineries in Canada: Atlantic, Cartier, 
C. & D., St. Lawrence and B.C. Sugar; one of these, B.C. Sugar 
Refinery, also operates three beet sugar factories in western Canada. 
The St. Hilaire beet sugar factory is owned and operated by the 
Government of Quebec. 


The refining and marketing of sugar is the major activity 
of all of the companies, but some engage in other activities as well. 
Canada and Dominion Sugar Company Limited, in its 1968 annual report, 
noted that in the previous year a program of diversification was 
launched, to "provide a broader base for future development of the 
company"; this diversification program has resulted in the acquisi- 
tion by the company of the Daymond group of companies, engaged in the 
production of processed and extruded aluminum and plastic products. 
Atlantic Sugar Refineries Co. Limited, through subsidiary companies, 
is engaged in the production of wood pulp, and in the taking and 
processing of groundfish and tuna. The B.C. Sugar Refinery Ltd. made 
arrangements in June 1970 to purchase a majority interest in Belkin 
Packaging Ltd., a firm engaged in the production of folding cartons 
and corrugated boxes. 


Besides their refining facilities, the sugar refining 
companies own or lease warehouses for the storage of raw sugar, and 
for storing, packaging and distributing refined sugar products. 
Except for Cartier, all the cane sugar refineries and their associ- 
ated raw sugar warehouses are located on sites capable of receiving 
ocean—going freighters; Cartier is located very close to the St. 
Lawrence Seaway. The Vancouver and Saint John refineries are located 
at year-round ports; Montreal and Toronto refineries are at St. 
Lawrence or Seaway ports, and, therefore, require somewhat larger 
warehouse facilities than do the coastal refineries, for the storage 
of their winter requirements of raw sugar. 


In addition to the production of granulated white sugar, 
cube and pulverized sugar, the cane refineries, except for Cartier 
ana the toronto plant of 6. & D., also produce soft sugars;.all of 
the refineries produce liquid or invert sugar. Because beet sugar 
factories produce no soft sugars, it follows that there is no produc-— 
tion of these products between Montreal and Vancouver. 


In most instances distribution facilities include company- 
owned trucks for the delivery of refined sugar products and tank 
trucks for the delivery of sugar syrups to industrial consumers. 


All refineries produce molasses as a by-product of their 
sugar production. Molasses produced by cane sugar refineries is 
referred to as "refinery blackstrap" or "final molasses"; molasses 
produced in beet sugar factories is usually designated as "beet 
molasses", 


Most of the existing cane sugar refineries have long his- 
tories of operation on their present sites. Only Cartier Sugar 
Limited, which began operations in 1964, and the Toronto plant of 
Canada and Dominion, which was opened in 1959, commenced operations 
since the first world war. It was stated at the hearing that age did 
not imply obsolescence, because the equipment used in the older plants 
was continuously being updated or replaced. (Vol. 2, p. 252) 


Pte 


Production Processes 


The basic function of a cane sugar refinery or a beet 
sugar factory is to produce granulated, white sugar. The principal 
difference between the processes of cane refineries and sugar beet 
factories is that the former begin their processing operations with 
raw cane sugar, a partially manufactured raw material, whereas the 
latter begin with sugar beets, which mst first be made into a con- 
centrated sugar syrup which corresponds, roughly, to the sugar-content 
of raw cane sugar. The final processing operations of cane and beet 
sugar refineries are essentially the same. In Europe, where beet 
sugar production is much more important than in North America, raw 
beet sugar for further processing competes, to some extent, with raw 
cane sugar. 


Cane Sugar Processes 


The plant of C. & D. at Toronto, which began operations in 
1959, is the newest, large, cane sugar refinery in Canada. The 
description of the various steps in the refining process which follows 
relates mainly to this refinery, but would be similar in all other 
Canadian cane sugar refineries, although some details of the opera- 
tions would be different. 


Raw cane sugar is unloaded from ships by very large unload- 
ing cranes and is carried on a belt conveyor into the weigh house and 
thence into the raw sugar shed. When required for processing, the 
raw sugar is pushed into openings in the floor of the shed, by small 
tractors, for conveyance to the process building. The raw sugar is 
weighed in batches of about 1,800 pounds and is discharged into a 
large vat-like vessel called an "affination mingler"., At the same 
time, affination syrup from an adjacent tank is added automatically. 
The syrup dilutes the molasses film which coats the raw sugar crystals 
to permit the removal of the film in subsequent processing. 


From the mingler, the thoroughly mixed semi—liquid mass, 
the magma, is poured through heaters into a battery of automatic 
centrifugal machines which spin off the affination syrup and associ- 
ated syrupy film leaving raw sugar crystals. The crystals are spray 
washed with water and the pale yellow mass is conveyed to a melter 
where steam and hot water are used to dissolve the raw sugar and pro- 
duce a brownish yellow "liquor". 


The "liquor" is filtered through straining screens to remove 
the larger insoluble impurities and is then mixed with milk of lime 
in large saturator tanks. Carbon dioxide is piped through the mixture 
and the chalk, which is formed by the reaction of the milk of lime 
with the carbon dioxide, traps impurities. This process is known as 
"carbonatation". The partly cleaned liquor is now passed through 
pressure filters, which remove waxes, gums, and most of the other 
impurities and is then piped to the char house where the remaining 
impurities are adsorbed in "mammoth charcoal-filled tanks", The 
liquid which is drawn off from these tanks is a clear, colorless 
solution known as "fine liquor"; it is the liquid sugar which is 
supplied to some industries. 


23 


The processing of the fine liquor to crystallize the sugar 
contained in it requires boiling in vacuum pans for two hours at 
170°F. to evaporate most of the water. Boiling under vacuum is to 
prevent caramelization of the sugar. At a precisely correct moment 
of crystal formation, the "strike", or batch, of sugary liquid (the 
massecuite) is "dropped" and drained into centrifugals. The massecuite 
syrup is spun away from the sugar crystals which are then washed, 
leaving pure, white, refined, granulated sugar. The crystals are 
dried in large, revolving tanks known as "granulators" in which all 
but .O1 to .O02 per cent of moisture is removed. 


The massecuite, or mother liquor, which is spun away from 
the sugar crystals by the centrifugals, contains a high percentage of 
sucrose. It is re-boiled in the vacuum pan two or three times to 
obtain maximum extraction of sucrose. The final massecuite is the 
"final molasses" or "refiners' molasses" of cane sugar refineries. 


After screening for size and grade the crystals are conveyed 
to storage silos or directly to the packaging building where sugar is 
automatically weighed into packages and bags. The packaged sugar is 
stored in a warehouse for shipment. 


The "dirty" affination syrup, discharged from the centri- 
fugals which follow the affination mingler, is also cleaned. After 
appropriate filtration some is recycled to the affination mingler and 
some to the raw sugar melter. 


In some companies’ processes, soft sugars are produced from 
the dark-colored liquors obtained after char filtration of affination 
syrup. These colored syrups are boiled in vacuum pans and are centri- 
fuged after boiling. However, they are not washed in the centrifuge 
but are allowed to retain some syrup on the crystals by regulating 
the centrifuging process to give the desired color. The very small 
size of soft sugar crystals gives them their characteristic soft 
texture, while the retained syrup accounts for their color and flavor. 


The above is only an outline of the processes by which the 
principal products of cane sugar refineries are produced. Some of the 
processes involve more than one stage and there can be many variations 
between the processes of individual refineries in the kind of equip- 
ment used, the way in which clarification and filtration is carried 
out, the kind of organic filtration material used (bone char or vege- 
table char) and so on. However, the principal stages described above 
would be similar in all of the cane sugar refineries. Indeed, the 
processes which follow pressure filtration are much the same in both 
cane sugar refineries and beet sugar factories. 


The processes to which raw cane sugar is subjected in a 
particular cane sugar refinery are the same regardless of the polar- 
ization of the raw sugar. Where a sugar refinery uses a raw sugar of 
high polarization (approaching 99°) the principal effect compared with 
the use of a raw sugar with a polarization, for example, of BT Ss 
that the throughput per unit of time is much greater for higher 
polarization raw sugar. 
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In effect, the capacity of a cane sugar refinery, in terms 
of granulated white sugar, can be varied significantly by the choice 
of raw sugar of different polarizations. The principal limitation 
for Canadian cane refineries, in this respect, is that Commonwealth 
Caribbean raws, about 11 to 22 per cent of their raw sugar purchases 
in recent years, are generally of relatively low polarizations. A 
secondary consideration, of gradually declining importance, is that 
raw sugars of very high polarizations may not yield sufficient 
molasses for the production of the required amounts of soft sugars. 


Beet Sugar Processes 


The processing of sugar beets is similar in all of the 
Canadian sugar beet factories. The following description applies to 
the operations of Canadian Sugar Factories Limited at Picture Butte 
and Taber, Alberta; the numbers in brackets relate to the correspond- 
ing operations shown in figure l. 


Beets are received at the factory by truck or railway. The 
former are put into storage piles to be used when rail shipments are 
not available; the latter are processed as the cars are unloaded at 
the wet hopper (1). 


All beets are moved into the factory through the flumes by 
a jet stream of warm water (2). The water washes off adhering soil 
and, at the same time, special equipment removes rocks and weedy 
trash. 


Before entering the washer (3) the beets are lifted out of 
the dirty flume water by the beet wheel. The partially cleaned beets 
go into the washer and are agitated and scrubbed, using clean water. 
On leaving the washer, the beets are rinsed with jets of clean water 
as they travel over the "roller table". 


The washed beets travel by elevator to a bin which feeds 
the slicers (4). Here rotating knives slice the beets into long thin 
shreds called "cossettes", which look like "shoe-string potatoes", 


The cossettes enter the bottom end of the sloped continuous 
diffuser (5). Hot water, applied at the top end, passes through the 
cossettes and extracts the sugar along the way; the solution contains 
14 per cent sugar as it leaves the diffuser and is known as "raw 
juice, 


The exhausted cossettes, containing practically no sugar, 
are discharged from the top end of the diffuser and are known as 
"pulp". The pulp is pressed, dried and pelletted after adding about 
30 per cent molasses by weight and is sold to cattle feeders and feed 
manufacturers. 


In addition to sugar, the raw juice contains many other 
soluble substances which must be removed before pure sugar is obtained. 
The primary purification is done by adding milk of lime and carbon 
dioxide in the carbonators (6), which causes the precipitation of 
many of the impurities. This precipitate is heavier than the juice 
and it is first separated by allowing it to settle in a settling tank 
(7). The heavy sludge coming out of the bottom of the Dorr tank is 
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filtered in vacuum filters (8). The filtrate is returned to process 
and the lime cake containing the impurities is discarded. The clear 
overflow from the Dorr settling tank passes to the second carbonation. 


The second carbonation juice is passed through filter 
presses (9) to remove all insoluble matter and is treated with sulphur 
dioxide to obtain further purification before being concentrated in 
the evaporators (10). The juice entering the evaporator contains 
about 14 per cent solids and 86 per cent water; evaporation increases 
the concentration to about 65 per cent solids and this material is 
called Mihick juie¢e!, 


Remelt sugars are added to the thick juice to make "standard 
liquor" (11) which is press-filtered (12) using "filter-aid". The 
product leaving the filters is a clear, golden-colored solution. 


The sugar is recovered by crystallization in the "white 
vacuum pans" (13). Here, the concentration of the standard liquor is 
increased by evaporation, until the sugar starts to crystallize. The 
crystals are made to grow by concentration and further additions of 
standard liquor, until the vacuum pans are full of crystals of the 
right size, suspended in syrup. This mixture is known as "massecuite" 
and is then dropped out of the pan to the mixer (14) and centrifugal — 
machines, or spinners (15). 


A "spinner" is a large circular basket, suspended on a shaft 
and rotated at high speed. The baskets are filled with massecuite 
and the centrifugal force, created by the spinning, forces the syrup 
out through the perforated sides, leaving a thick layer of sugar 
inside. This is sprayed with hot water to remove the last of the 
syrup and, when the machine stops, the pure, white sugar can be seen 
for the first time. 


The syrup spun from these machines still contains a large 
amount of sugar, so it is returned to another set of vacuum pans, 
"high raw't (16), where the crystallization process is repeated. How- 
ever, the sugar made here is not good enough to be sold, so it is 
"melted" with thin juice and added to the standard liquor (11). The 
syrup obtained by spinning this high raw massecuite in automatic 
continuous machines is further concentrated in the "low raw" pan (17), 
but the non-sugar materials present slow down the crystallization so 

much that the massecuite must be cooled for several hours in crystal- 
' lizers (18) before spinning. This last centrifugal operation: produces 
another remelt sugar to be added to standard liquor, and molasses, the 
end product of the process. 


The white sugar plowed from the centrifugal machines still 
contains up to one per cent moisture which is removed by passing 
through a sugar dryer or granulator (19). Here the sugar enters a 
rotating drum where warm air is blown through it to remove practically 
all the water. After drying, the sugar goes over screens (20) to 
remove the very coarse and very fine crystals, so that a product 
having a pleasing uniform texture and a sparkling white appearance 
is obtained. 


The finished sugar is put into bulk storage silos, to be 
packed as required, or may go directly to the packing house where a 
number of packing machines are used to fill, weigh and close the 
various packages which are available to the consumer. 
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Soft sugars are not produced by beet sugar factories because 
the beet syrup, which corresponds to char-filtered, affination cane 
syrup, has an unpleasant taste which makes it unsuitable for this 
purpose. 


No raw beet sugar is sold by Canadian beet sugar factories 
for industrial use or further processing; in all four factories, the 
process is carried through to the refined sugar stage. This is not 
the case in all countries; in Hurope there is a trade in what is 
Warroucwy described as “bect raws' or "beet whites". This partly 
refined beet sugar is sometimes used in this form or it may be 
purchased by a refinery for further processing. Indeed, some beet 
raws of U.S.S.R. origin were acquired by a Canadian refinery, in 1970, 
for refining purposes. 


Structure of the Industry 


As the description of the refining processes suggests, the 
sugar refining andustry is capital-intensive and large investments in 
buildings and equipment are required to establish a cane sugar refin- 
ery or beet sugar factory. This is also clear from comparisons of 
the sugar refining industry with others which are known to be both 
capital- and labor-intensive. 


A common measure of the labor intensiveness of an industry 
is the proportion that costs of labor constitute of the value added 
by manufacturing activities; this is the basis of the comparisons 
below. In capital-—intensive industries, labor costs are a relatively 
small part of the value added by manufacturing; in labor-intensive 
industries, a large part of the value added is created by labor and, 
therefore, labor costs are a large part of the value added. 


Table 2: Comparison of Statistics Relating to Manufacturing 
Activity, Sugar Refining and Other Selected Industries, 


1969 : 


Sugar Tobacco Spire eee Veg. Oil Leather, ae ee, ) 
Refining Product s® Retinitig* a.) Os» Tanning eieree’ 
- million ea oe - 


Wages sO ae 38.4 yee ee ee 1.6 
Materials & 
supplies ali es 175 Je 10041. 85.3 hO.8 8.4 
Total inputs LEN oA 1.570 1 piel. 89.2 51 Lack 
Value of 
shipments Lace Sh 5.7 Looe | Ola 66.6 Lek 
Value added(>) 65,5 174.9 Plc bite b LiNAe GR ie 8.3 
—- per cent wages of value added - 
Ce Phas) Lo 18.0 ahs Doe 


(a) Preliminary 
(b) Value added = value of shipments less the cost of inputs (excluding 
labour) adjusted for changes in the value of inventories 


Source: Various publications, 1969 Annual Census of Manufactures 
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Using the above basis of comparison, it is apparent that 
the sugar refining industry is less capital-intensive than the 
petroleum refining industry but is much more so than the leather 
tanning and leather glove industries. The sugar refining industry 
resembles the capital-intensive industries in other respects as well. 
For example, in all of these industries the principal raw materials 
are a very large part of total operating costs and all have relatively 
few establishments and companies, in relation to the value of their 
shipments. 


The sugar refining industry employed 2,254 persons, in 1969, 
in manufacturing activities and approximately 3,000 in total. The 
number of employees engaged in manufacturing activities has declined 
between 1958 and 1969, in spite of the addition of two new cane 
refineries, C. & D., at Toronto and Cartier, at Montreal, and an 
increase in production, in this period, of 526 million pounds of 
sugar and its products, a rise of 32 per cent. The number of man- 
hours used in manufacturing has also declined during the 1960's sug- 
gesting the displacement of labour by machinery and equipment. 
Although the number of tother' employees increased somewhat, during 
the 1960's, the increase was small. The C. & D. beet sugar factory 
at Chatham, Ontario ceased operations in 1968; its closing would 
affect some of the changes noted. 


As would be expected, average hourly wages rose during the 
1960's, as did average salaries and total wages and salaries. However, 
because of the reduction in numbers of employees and man-hours in 
manufacturing activities, total wages and salaries rose by less than 
either hourly wages or wages per employee. 


Table 3: Employment, Wages and Salaries in the Sugar 
Refining Industry, Selected Years, 1961-69 


Production Man- — Wages Total 
& Related Hours per Total Wages & 
Workers Paid Wages Hour imployees Salaries 
no. 1000 $*000 $ no. $'000 
1958 20> wi 9,548 nie 3,270 125073 
1961 Cth Be ae 9, She 1.82 3,151 14,286 
1963 2,466 Dy Ho 11,078 A.03 Syeles 16,234 
1965 2,392 5,360 ed elude Cal ple Lo 
1967 “eels 5 050 12,676 vee we Dice LB ole 
1968 paar ols 14,529 Sed BhlLs9 710s 10 )s) 
1969 £,25k Too dy (eh B09 ay7iS 20, 985 


pource: DBS) Stat. Nowoc—--<2 


The principal output of Canadian cane refineries and beet 
sugar factories is granulated white sugar, most of which is sold as 
such and part of which is marketed as products such as cube sugar, 
pulverized sugars (icing, dessert) and solutions of sugars. Part of 
the output of granulated white sugar is also converted into invert 
sugar, usually by treatment with dilute acid. Invert sugar is almost 
invariably sold as a solution, usually in a mixture with liquid sugar. 
The output of the industry's principal products is given below, but 
the division between beet and cane products is reported only for 
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granulated white sugar and for total products. However, soft sugars 
(brown and yellow) are produced only by cane refineries and the 
Board was informed that beet sugar is little used to produce liquid 
sugar or invert sugar. 


An examination of the table indicates that granulated white 
sugar accounted for 74 per cent of the total quantity shipped, in 
1969, and 73 per cent of the value, exclusive of by-products. How- 
ever, a smaller proportion of the output of cane refineries was sold 
in this form (71 per cent) and a substantial part (about 23 per cent) 
was sold in liquid forms. Beet sugar is sold, almost entirely, as 
granulated white sugar: in 1969, 95 per cent of the quantity and 94 
per cent of the value, of beet sugar shipments. Although the table 
covers only the latest five years available, it is apparent that, in 
Spite of increasing population and income, the Canadian demand for 
cube sugar and soft sugars (yellow and brown) is declining, but that 
the demand for liquid and invert sugars is increasing fairly rapidly. 


Table 4: Shipments of Principal Products of the Sugar 
Refining Industry, 1965-69 


1965 1966 1967 1968 1969 


Products million pounds 
Granulated: 
beet ahs 25 269 253 232 
cane ie Wee 1,296 begiil 15339 
total Lesbo oe T5Gs 1 5g4 S5o7L 
Loaf & cube alee ahs 12 12 LZ 
pe utiG ; invert 189 e331 260 316 316 
oan \= 97 99 100 103 106 
Yellow & brown 136 ey 128 129 125 
Total above 1,981 2,065 2,065 Zyl ols 2,131 
Total cane OD 1.729 1 A76a ie 867 1,888 
Total beet 327 276 303 287 243 
By-products 
Molasses 143 146 hh 131 138 
Beet pulp 6») 16) 147 166 Tah 138 
value in million dollars 
Total beet 23.6 19.3 eile 2051. AO ge) 
Total cane eo. 120.9 Lect LAO e Alsi) 
Total beet & cane Ae fo LLOse Tlie NES Or 17h. 
Granulated white ii og he 106.2 Los sh LOG. t 16.5 
Liquid & invert wey: L550 70 a eal eh okt 
Yellow & brown. * LOS 9.9 9.7 10,3 ey 
Other products 9.6 oe Se 9.8 liga) 
By products ba 5.0 6.4 Gia Soh 


(a) Includes other pulverized sugar 
(b) Includes dried beet pulp with molasses added 


Source: DBS, Cat. No. 32-d22 
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Operating Costs of Cane Sugar Refineries 


Raw sugar accounts for some 70 to 90 per cent of the oper- 
ating costs of cane sugar refineries, depending on the level of world 
prices of raw sugar. In 1963, when world prices were high, raw cane 
sugar was 87 per cent of the total operating costs of Canadian cane 
refineries; in 1968, when prices were low, costs of raw sugar used 
were only 72 per cent of the total. It is because raw sugar is such 
a large proportion of the total operating costs, even when its price 
is low, that the refiner'ts margin is a significant measure of the 
performance of the cane sugar refining industry. (The refiner's margin 
is taken to be the difference between the selling price of refined 
sugar and the cost of an equivalent amount of raw sugar.) However, 
the inclusion of costs of raw sugar in an analysis of the distribution 
of operating costs would distort the ratios of other operating costs 
to the total, whenever prices of raw sugar changed. To avoid such 
distortions, the following analysis of operating costs omits costs of 
raw sugar. In effect, the analysis pertains to that part of the 
actual refiner's margin which is not accounted for by fixed costs and 
profits. 


These specified operating costs of Canadian cane refineries 
account for approximately one-third to one-half of their refiners' 
margins; these proportions vary regionally and between individual 
refineries. In the four years, 1966-69, for which sufficient detail 
is available, the average of these costs was between $1.18 and $1.58 
per 100 pounds of all refined cane products. A summary of the 
averages is given below. 


Table 5: Average Operating Costs\®) of Canadian Cane 


Sugar Refineries, 1966-69 


Materials Other Prue hres Wages & Total 


Than Raw Sugar Klectricity Salaries Oper. Coataa) 
$ per 100 lbs. all refined products 


Canada 
1966 cee WES Pel 26 1.309 
1967 ASL Jie Nie AIG port 
1968 Any A LLG ~802 ee 
1969 58 -LO9 816 pie es: 
Montreal Refineries 
1966 516 PG Te) Bes his a Dey SH 
1967 ~506 glee 695 1.586 
1968 nose aks 2 Di/ es 
1969 466 lee 987 Peo (6 
Other Refineries 
1966 SDD LOS 618 pee 
1967 464 2 LOO 2623 fe AWEy, 
1968 iy Ns RIK OS: 681 ily de, 
1969 h52 2099 687 ney 2aNs) 


(a) Excluding the cost of raw sugar 


Source: Derived from DBS data 
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Wages and salaries range from about 52 to 63 per cent of 
the total operating costs, exclusive of raw sugar; costs of materials 
and supplies, other than raw sugar, account for 30 to 39 per cent of 
the total. The remaining eight to nine per cent is accounted for by 
the costs of fuel and electricity. Wages and salaries include 
salaries of office and sales staff as well as wages of employees 
engaged in production processes. The principal materials and supplies, 
included in the data, are the containers used for packaging refined 
sugar and other products (58 to 60 per cent of the cost of materials) 
and maintenance materials and supplies (27 to 30 per cent of costs of 
materials); filtration materials, mainly bone char, and all other 
materials, each accounts for about six per cent of the total costs of 
materials and supplies used by the Canadian cane refineries, excluding 
raw sugar. 


The three refineries not located at Montreal, taken together, 
have significantly lower average operating costs than the three 
Montreal refineries. For the four years considered, the differences 
in average operating costs between the Montreal and the other refin- 
eries range from 3l¢ to 4O¢ per 100 pounds of refined production. The 
differences between individual refineries is much greater and, in 1969, 
the difference between the lowest and highest costs reported by indi- 
vidual refineries amounted to about $1.00 per 100 pounds of all refined 
cane sugar products produced. 


Four of the six Canadian cane sugar refineries are located 
in the two largest cities in Canada: three in Montreal and one in 
Toronto. Their operating costs are less likely to be affected by 
regional differences in prices of materials or wage rates. One of 
the four, Cartier, is the smallest cane refinery in Canada, but the 
other three, St. Lawrence, C. & D. Montreal and GC. & D. Toronto, are 
probably not so different in terms of annual output that this factor 
should result in significant differences in unit costs. If economies 
of scale have an important effect on these costs, then Cartier should 
have the highest costs, but there appears to be little relationship 
between the volume of annual output and operating costs. However, one 
of the four refineries incurs the highest costs per unit of output 
fairly consistently and another incurs relatively low unit costs, 
though not so regularly. 


Table 6: Differences in Operating Costs per Unit of Total 
Output of Four Central Canadian Cane Sugar Refineries, 


1966-69 
Difference in Unit Cost of Output, Lowest to Highest 
Materials Other Fuel & Wages & Total 
Than Raw Sugar Electricity Salaries Oper. Costs 
$ per 100 lbs. all refined products 
1966 peee 206 L Be Os 496 
1967 OLS O85 . 606 e625 
1968 iG wh, .083 2 50 Bi asi 8) 
1969 2259 Ole ALS ey 


Source: Derived from DBS data 
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The differences in unit costs of the four refineries are 
large by any standards; they are very large when consideration is 
given to the more or less homogeneous market in which they purchase 
supplies and materials (other than raw sugar), fuel and electricity, 
and in which they hire production workers, and office and sales staff. 
As noted, one of the four refineries incurs the highest costs, fairly 
consistently; considering its disadvantage relative to the low-cost 
refineries of around 50¢ to &3¢ per 100 pounds of refined product, it 
would be incurring very large losses unless the low-cost refineries 
were taking correspondingly large profits. Based on the average out-— 
put of Canadian refineries, in 1969, the difference of 56.7¢ per 
hundredweight, in 1969, would represent $1.8 million in earnings to 
an average refinery. 


Profits of Cane Refineries 


Profits and fixed costs are the two other components which, 
together with operating costs, make up the refiner's margin. Infor- 
mation was given to the Board by every Canadian refinery regarding 
profits arising only out of the refining operations of each refinery. 
These data were used to calculate the profit before income tax, per 
100 pounds of total refined cane production, for the three years 1967, 
1968 and 1969. A summary of the various components of the refiner's 
margin is given below. 


Table 7: Component Parts of the Actual Refiner'ts Margin, 
on All Products, 1967-69 


Operating Total Refiner's 
Costs Costs (a) Profits (b) Margin 
$ per 100 lbs. refined product 

1967 
Canada AES ae PPS | Mal? 3.46 
Mtrl. Refiners 1.59 a2) 0.86 Sake 
Others LL es lela ia 
1968 
Canada ee 7 Fang: ae iis: 
Mtrl. Refiners LSS ee Sak Ol Cre k: 
Others se 3 2°00 Loo GANS 
1969 
Canada ioc ee Lee ee eis! 
Mtrl. Refiners 1.58 2.46 0.98 Sepik: 
Others eee 2.30 lets fi? OM: 


(b) Before income tax 
(a) Excluding cost of raw sugar 


As in the other comparisons given, profits also show large 
regional differences, the refineries not located at Montreal reporting 
much larger unit profits than those at Montreal. In the three years 
for which these comparisons could be made, profits of the tother'? 
refineries were larger than those of the Montreal refineries by about 
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50¢ to 75¢ per 100 pounds of refined product. In the context of the 
average sales of a Canadian refinery, of more than three million 
hundredweight per year, a difference of 50¢ profit per hundredweight, 
represents a difference in total profits of more than $1.5 million. 
As in the other comparisons, the differences between individual 
refineries were much larger than between the regional groups shown in 
the table. Also, as before, certain refineries regularly obtained 
much higher profits per unit than others, 


In a relatively homogeneous competitive market, selling 
prices would vary within a narrow range and unit returns to refiners 
would tend to be similar. In such a market high costs would be 
associated with small profits. It is evident that total unit costs 
are not closely related to either the profits or margins given in the 
preceding table, as the following clearly shows, 


fable 8: Differences, *Other' Refineries Minus Montreal 


Refineries 
Total Refiner'ts 
Costs (4) Profits Margin 
célius per 100° lbs, reiined product 
1967 + 6 +56 +62 
1968 31 +5), +23 
1969 -16 19 +63 


(a) Excluding costs of raw sugar 


In 1967, the unit costs of refineries other than those at 
Montreal were slightly higher than those of the Montreal refineries 
but their average profits were 56¢ per hundredweight higher; in 1968, 
unit costs of the other refineries were 3l¢ lower, a change of 3'7¢ 
per hundredweight, but the profit margin was about the same. The lack 
of correspondence in the relationship is also clear in 1969, when unit 
costs of the two groups of refineries were again fairly close to each 
other, as in 1967, but unit profits of the other refineries relative 
to those at Montreal, were very much greater than in either of the 
other two years, It is apparent that there is as little relationship 
between unit costs and the refiners' margins, The relationship 
between costs and profits is not much closer when the four central 
Canadian refineries, alone, are examined. In iGo?) che refinery Wai un 
the highest unit profits also had the lowest unit costs but in 1968, 
the highest unit—-profit refinery had almost the highest costs of the 
tour’. 
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THE MARKET 


In recent years, the Canadian market has absorbed more than 
two billion pounds of refined sugar annually, valued at about $150 
million. Most of this sugar has been refined in Canada and, in most 
years, Canadian refiners have supplied more than 99 per cent of 
Canadian consumption. Exports of refined sugar are ordinarily much 


larger than imports and were almost eleven times the quantity imported 
in the five years, 1966-70. 


Table 9: Apparent Consumption of Refined Sugars, 1960-70 


Production Apparent 


Beet Cane Tote Imports Exports Consumption (@) 
= emi lon poundsa 


1960 ACs Poh og te ae 0.6 7.6 1,662 
1961 pe eT Os eee 8.5 Toul 1,649 
1962 28 1,503 1,789 pall pets 17s 
1963 S0e> My kaagn = ayeaie 15.6 107.9 1,708 
196h  329«-:1,539- 1,869 27.2 Clee 1,913 
1965 Pla il wae say: cube 1,961 
1966 289 1,767 2,056 che 33.6 Lidge 
1967 Cera yale bee 6.0 ieee: 2,047 
1968 BO 1, B68 + Bao? 6.4 pa Peake 
1969 g72 A B99 O34. 7%. 0.8 Beso 2,096 
1970) 227 2 000 2,227 Te), 30.0 2,151 


(a) Takes account of changes in stocks held by refiners 
(b) Preliminary 


Source: DBS, Cat. No. 32-222, 32-013 


During the past decade, consumption has varied between about 
90 and 102 pounds per person and in the past few years it has been 
relatively stable at approximately one hundred pounds per person. 
Increases in Canadian production have been roughly equivalent to 
population growth, in recent years. Production, at 101 to 102 pounds 
per person, has been somewhat larger than consumption, because of the 
small exports. 


The production of refined sugar includes granulated white 
sugar, icing and cubed sugars, brown and other soft sugars, liquid 
and invert sugars, and refiners' syrup. The volume and value of ship- 
ments of these various forms of sugar in 1969 are given in table l. 
The quantities of the various types of sugar are given, in that table, 
in terms of their equivalent as granulated sugar; the actual volume of 
sales of such products as liquid sugar and refiners’ syrup would, of 
course, be greater than shown because their sugar content is less than 
that of granulated white sugar. Granulated sugar, which is subse- 
quently made into liquid sugar by the same company, is counted only 
once. However, as noted earlier, some very minor double-counting is 
unavoidable in the case of two small firms ‘vhich purchase granulated 
sugar from refiners for inversion or for sale as liquid sugar. 
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As is apparent, granulated white sugar is by far the most 
important form of sugar produced by Canadian sugar refineries; in 
1969, nearly 75 per cent of shipments were in this form. Shipments 
of granulated white sugar were valued at $126.5 million in 1969. 
Sales of liquid and invert sugar are second in importance; liquid 
and invert sugar are sold only to industrial users. Shipments of 
soft sugars were valued at almost $12 million in 1969; a large part 
of these are sold for home and institutional use and, therefore, 
about 10 per cent of the market for direct consumption sugar is 
supplied by soft sugars. 


A much larger proportion of the volume of beet sugar than of 
cane sugar is sold as granulated white sugar. In 1969, 96 per cent 
of total beet sugar sales and 71 per cent of the volume of cane sugar 
sales, was in the form of granulated white sugar. In part, of course, 
this reflects the fact that no soft sugars are made by factories pro- 
cessing sugar beets and, also, the much greater importance of indus- 
trial use outside the Prairie Provinces. 


Table 10: Refined Cane and Beet Sugar Used by Specified 
Canadian Industries, 1968 


Per Cent 
Industry Quantity Of slouad: 
million pounds 
Soft drink manufacturers BOO LS 
Fruit and vegetable canners & preservers 195.6 ee 
Confectionery manufacturers 123.5 8.9 
Bakeries 138.8 be 
Miscellaneous food industries 159.8 aap 
Biscuit manufacturers 88.9 ee) 
Dairy factories Tae San 
Breakfast cereal manufacturers Ss Oar 
Process cheese manufacturers 1S) Oe? 
Slaughtering and meat processing be OFS 
Flour mills Mee) GES 
Wineries 6.8 0,3 
Feed manufacturers Gal G3 
Pharmaceuticalsand medicines 6.6 0.3 
Sugar refineries(a) 7.8 ied 
Other industries De Owe 
Total industrial use Ie 26nG 5oa2 
Available for household and 
institutional use Shy. 5 40.8 
Total apparent consumption rani ey alan) 100.0 


(a) Establishments classified in this industry which do not produce 
refined sugar 


Source: DBS, Cat. No. 32-222 
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Historically, sales of sugar at retail, for home use, has 
been the largest market for sugar in Canada. However, this pattern 
has been changing for some time and the largest market for Canadian 
sugar is now the industrial market, represented by such major sugar 
users as soft drink manufacturers, canners and preservers of fruits 
and vegetables and manufacturers of confectionery. In 1968, the 
latest year in respect of which such information is available from 
the DBS, industrial users accounted for 59.4 per cent of the total 
consumption of sugar in Canada. 


The increase in the share of the market supply taken by 
industrial users has been accompanied by an increase in the proportion 
of the total use which is in the form of liquid and invert sugar; 
these forms are, apparently, being substituted for granulated white 
sugar and soft sugars by industrial users. Liquid and invert sugar 
accounted for 14.8 per cent of the volume of shipments of sugar by 
Canadian refiners in 1969, whereas in 1964, when such data first 
became available, shipments of liquid and invert sugar were only 
seven per cent of the total. In this period, 1964 to 1969, the use 
of liquid and invert sugar increased by 185 million pounds; in the 
same period the use of granulated white sugar increased by only 72 
million pounds. The trends in the industrial use of sugar in its 
different forms are illustrated in the following table. As the table 
makes clear, the development of a liquid sugar market among industrial 
users has been, for the most part, at the expense of white granulated 
sugar, which, by 1969 supplied less than three-quarters of the market 
compared with about 85 per cent of total consumption, in 1938. 


Table ii: eee ee of Sugar by Canadian Refineries, 
by Kind, Selected Years, 1938-69 


Granulated Liquid Pulverized, Loaf & soft 


White & Invert celeing b) Cube cougars Total 
‘- million pounds - 
1938 889 ste 30 i 120 iis Ong) 
1948 Le ata oH IZ 1h2 LAS ese 
1958 Looe se 82 tne 133 iGe2 
1964 1,499 131 93 13 136 1,872 
1965 Tous 189 oy ibe 136 ve. 
1966 1,595 231 99 13 rey, 2,065 
1967 1565 260 LOO ie 128 28005 
1968 L594 316 103 12 129 Pelee SQ 
1969 asa 316 106 12 L225 ropes ah 
- per cent of total shipments - 

1938 Bowe ie 2.9 O.4 ARDS LOO%0 
1948 8h.5 as ied 0.9 a "OO. 
tne h el 85.9 ae Fae 0.8 8.2 100.0 
1964 80.1 (Fie) 530 ey Veo 10030) 
1965 To.0 We) 4.9 Ory 6.9 1 La. Ae 
1966 lee Lee Less 0.6 6.2 LOO3O 
1967 ER: 12.6 Eds 0.6 6.2 100.0 
1968 ff Re, Stik lee 0.6 6.0 100.0 
1969 Das 14.8 Ae 0.6 be 100.0 


(a) Prior to 1958 data are for production 
(b) Includes fruit sugar 


eource: DBS; Cat. No. 32-222 
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It is evident, from the preceding table, that liquid and 
invert sugar have accounted for the largest increase in the use of 
sugar. Liquid invert and other forms of liquid sugar are favoured by 
many industrial users because of their physical properties and also 
their convenience in use. For example, many soft drink manufacturers 
prefer liquid invert to granulated sugar as a sweetening agent, 
because there is less likelihood of cloudiness in the finished product 
and, of course, manufacturers of confectionery may use some proportion 
of invert to avoid crystallization of sugar in confectionery products. 


Shipments of pulverized and icing sugars have accounted for 
a fairly stable proportion of the total, about five per cent. How- 
ever, shipments of soft sugars, most of which are sold for direct 
consumption at retail, have been declining in terms of both their 
quantity and their proportion of the total. This decline is particu- 
larly evident in relation to the growth of the Canadian population. 
As the following table indicates, shipments of soft sugars per person 
have declined significantly since the second world war. 


Table 12: Shipments of Sugar by Canadian Refineries, 


per Person, by Kind, Selected Years, 1938-69 


Granulated Liquid Pulverized Loaf & Soft 
White & Invert & Icing Cube Sugars Total 
- pounds per person - 


1938(8) 79.7 a 2. Oni, 10.7 93.5 
19,848) 9.4 - hee ae bea 105.9 
1958 81.6 - 4.8 0.8 7.8 95.0 
1964 77.9 6.8 4.8 O27 fend WheS 
1965 78,7 om ee 0.7 bo 100.8 
1966 Uae 1d $6 hed 0.6 apy 10372 
1967 hetes 12.8 4o9 0.6 6.3 OTS 
1968 76.8 m5. 3 5.0 Oe Ae 103.9 
1969 J TRS) 1550 5.0 0.6 5.9 101.2 


(a) Excludes population of Newfoundland 


Source: ' Derived from DBS, Cat. No. 11-003, 11-502 and 32-222 


Although published data on the shipment of liquid or invert 
sugar first became available only a few years ago, liquid sugar in one 
form or another has been on the market for at least 45 years, although 
it has not always been available from Canadian sources. A brief that 
was submitted in 1930 to the predecessor of this Board (the Advisory 
Board on Tariff and Taxation) and which formed part of the record of 
the hearings in that year on Reference 147 -- Invert Sugar Syrups, 
reported that imports of invert sugar syrups increased from about nine 
million pounds in 1925 to 28 million in 1929. It was made clear, at 
that hearing, that very little invert sugar syrup was made in Canada 
in those years; the Canadian refiners stated that they could not make 
it as cheaply as it could be imported, under the then existing tariff. 
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It was shortly after the 1930 hearing and, apparently, as a 
result of it, that tariff item 13505-1, as it is now numbered, emerged 
in substantially its present form; the item establishes for sugar 
syrups rates of duty which are broadly equivalent, in terms of the 
sugar content of the syrups, to the rates of duty on refined sugar 
under tariff item 13400-1. 


The imports of sugar syrups under discussion at the time of 
the 1930 hearing had come from the United States, a situation which 
is not likely to recur in the present world sugar situation; nor are 
liquid sugar or invert sugar syrup likely to be imported from other 
countries. The cost of shipping syrups, per unit weight of contained 
sugar, is such that, in most circumstances, it is cheaper to ship 
granulated sugar to locations close to points of use and to liquefy 
the product at such locations for distribution to purchasers. At the 
public hearing, St. Lawrence Sugar testified that it has a liquid 
sugar centre in Toronto, to which granulated sugar is shipped in bulk 
from its Montreal refinery; at the Toronto centre the granulated sugar 
is liquefied for distribution to Toronto-area customers. (Vol. 3, 

p. 406) This suggests that, though it costs less to produce liquid 
than granulated sugar, the lower production costs are, apparently, 
more than offset by higher shipping costs. 


Published statistics are not available regarding the 
regional distribution of sugar consumption. However, the Board has 
estimated that about three-quarters of the sugar consumed in Canada is 
used in the central provinces of Ontario and Quebec, about 20 per cent 
in the region west of Ontario and the remainder, slightly more than 
seven per cent, in the Atlantic Provinces. These estimates are based 
on the assumption that per capita home and institutional use is roughly 
the same in all parts of Canada and that the consumption of sugar by 
the major industrial users is related to the value of their shipments. 
Such an approach is supported by statements made at the public hearing. 
In its brief, the British Columbia Sugar Refining Company Limited 
stated that the large industrial consumers of sugars are located 
mainly in kastern Canada, that is, Ontario and Quebec, and, as a 
result, many sugar-containing products sold in western Canada contain 
sugar produced by the eastern refineries. According to the Board's 
estimates, Ontario accounted for more than 40 per cent of all sugars 
consumed in Canada in 1968 and Quebec for about 30 per cent of the 
total. 


Competitive Products 


Viewed within the context of the total market for sweetening 
agents in Canada, sugar is only one of several products, although by 
far the most important one. The brief of the Canada and Dominion 
Sugar Company Limited listed five types of products that are regarded 
as competitive with sugar: 


" (i) Glucose (corn syrup) and dextrose (corn sugar) 
(ii) Non-nutritive chemical sweeteners (cyclamates, 
saccharin) 
(iii) Food alcohols (sorbitol, mannitol) 
(iv) Fancy molasses 
(v) Honey" 
(Vel ede eo) 


a, 


As the Canada and Dominion brief acknowledged, little quan- 
titative information is available on the size of the market in Canada 
for the products which compete with sugar. The Board was told that 
corn syrup and corn sugar are produced in Canada by only two manufac- 
turers: Canada Starch Company Limited and St. Lawrence Starch Company 
Limited. (Vol. 1, p. 280) No information is available on the total 
production of corn syrup or corn sugar in Canada, but GC. & D. expressed 
the opinion that sales of glucose and dextrose in Canada, including 
domestic production and imports, were about 150 million pounds per 
year. (Vol. 1, p. 64) Even if this estimate were very far off the 
mark, it would still appear that glucose and dextrose sales in Canada 
are relatively insignificant when compared with the more than two 
billion pounds of refined beet and cane sugar sold each year. In any 
case, glucose and dextrose are not direct substitutes for sugar in all 
circumstances. Glucose is sometimes used for its special properties 
and spokesmen for the sugar refining industry agreed that only part of 
the consumption of glucose could be regarded as being in direct compe- 
tipjon with sugar. (Vol. 1, ». 281. to 28i,) 


Until mid-1970, the cyclamates and, to a lesser extent, 
saccharin, were the principal, non-nutritive, chemical sweeteners used 
as substitutes for sugar. Since July 22, 1970, the use of cyclamates 
in commercial food products has been prohibited, although they may 
eurltiebe purchased by consumers for dietary use. Before this ban they 
had been widely used in a large variety of food products, particularly 
for the production of "low-cal" carbonated beverages. 


When cyclamates could be used in soft drinks they were a 
much cheaper sweetening agent than sugar. The customary mixture of 
cyclamates and saccharin used in soft drinks is about 30 times as 
sweet as sugar, per unit volume. In the quantities in which these 
chemicals were purchased by manufacturers, their cost was said to be 
roughly 40 cents a pound or, in terms of their sweetening power, the 
equivalent of about 1.33 cents per pound of sugar. (Vol. 1, p. 286; 
Vol. 4, p. 566) However, in the quantities purchased by consumers, at 
retail, both cyclamates and saccharin are much more expensive than 
sugar, in terms of sweetening power. 


The relative cost of various sweetening agents is given in 
the following table in terms of the cost of a quantity of each which 
would be equivalent, in sweetening power, to that of one pound of 
granulated white sugar. The retail prices used were those in effect 
in an Ottawa supermarket on November 24, 1970, and might have been 
somewhat higher or lower in other parts of Canada. Also, the estimates 
are necessarily only approximations, because the concept of sweetness 
is somewhat subjective, without full agreement by authorities as to 
relative sweetness levels. However, even allowing for these limita- 
tions, the table is clear on one point: at the retail level, sugar is 
the least expensive sweetening agent available to the consumer, by a 
very wide margin. 
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Table 13: Cost at Retail of Various Sweetening Agents 
Comparable in Terms of Sweetening Power to 
One Pound of Granulated White Sugar, Ottawa, 


November 19°70 


Cost, (2) 
Equivalent 
Sweetness tol lb. Index 
Product Package Price Index cougar of Cost (2) 
cents sugar = 100 cents sugar = 100 
Granulated White 
Sugar ey ahows h9 100 9.8 100 
Brown Sugar ei albs 29 92 LSS 161 
Corn Syrup 
(Glucose) Bebe ral 62 3351 338 
Refinerst Syrup a Ds 29 62.5 L6.4 173 
Honey PAS Wey q2 80 Low 65 
Fancy Molasses 26% OZ. 29 72 2lee3 2148 
Pure Maple Syrup 16904, 69 62 Vine 136 
Imitation Maple 
Syrup 32 OZ. Ah 62 35.5 362 
Sodium Saccharin 250 ; 
tablets: ho (b) 2ieG 220 
Modified Cyclamate PE o2s 
bottle Fhe 3, 000 Lie oil 430 


(a) Equivalent in sweetening power to one pound of granulated white 
sugar 
(b) 1 tablet = 1 teaspoon and 110 teaspoons of sugar = 1 pound 


Source: Sweetness equivalents derived from Food and Drug Regulations, 
or obtained from the Department of Agriculture 


Although data are not available on the production or ship- 
ments by Canadian manufacturers, of the products which may be competi- 
tive with sugar, the DBS has provided the Board with data indicative 
of the volume and value of some of these which were used as raw mate- 
rials principally in the soft drink industry, the confectionery and 
bakery industries, and in the preserving of fruits and vegetables; 
together, these industries accounted for two-thirds of the industrial 
use of supar, an 1968. 


Sugar, in the forms shown in the table which follows, 
accounted for 87 per cent of the quantity and 81 per cent of the value 
of the products listed. It is likely that only the artificial sweet- 
eners could be regarded as competitive with sugar; the other products 
were probably used because of their unique flavour or other special 
properties. Even the artificial sweeteners cannot be regarded as 
being wholly competitive with sugar; many persons who purchase food 
products containing them do so because of dietary considerations and 
would either do without the products if they contained sugar or would 
consume less of them than of their "low-calorie" substitutes. 


Ad 


table ty. ) Principal. Sia epi Agents Used by Major 
a 


Industrial Users __ 1966-68 
1966 1967 1968 


million pounds 


Refined, invert & liquid sugar Lie iS, o ee 
Glucose & dextrose 116 122 139 
Maple syrup 8 8 8 
Honey ee (») 22 Onl Sale 
Unspecified products 5 Lh L 

Total L260 1,349 aly 18 

million dollars 

Refined, invert & liquid sugar Pee 79.9 cieyae! 
Glucose & dextrose 9.8 LO. DEAS 
Maple syrup ae pak anes 
Honey 3 Lee Wel 
Unspecified papcnote aa 0.6 0.6 0 

Tous. 260 O53 LORS 

cents per pound 

Refined, invert & liquid sugar pes: 657 6.9 
Glucose & dextrose 8.4 Sie 8.6 
Maple syrup a aa OO ye 
Honey ey ee ee 
Unspecified products”) Ley 18.0 Alialy 

Average of above yore: if (ees 


(a) Soft drink, confectionery, baking and canning and preserving 
industries 
(b) Largely artificial sweeteners 


source: DBS, special tabulation 


In the following table the costs of the sweeteners are shown 
relative to the cost of the sweetening power of one pound of sugar. 
The unit values are those shown in the table above. 


Table 15: Cost of Certain Sweetening Agents to Industrial 
Users Comparable, in Terms of Sweetening Power, 


to One Pound of Granulated White Sugar, 1968 


Unit Cost, Equivalent Index 
Value. to 1 1b. of Sugar(@) of Cost 
@ per 1) cents sugar = 100 
hetined, invert & 
liquid sugar 6.9 6.9 100 
Glucose & dextrose 8.6 13.9 201 
Maple syrup 30.2 48.7 706 
Honey dh oe Lei ae 258 
Unspecified products(>) Rivet aust al 


(a) Unit value adjusted according to sweetness 
(b) Largely artificial sweeteners 


Source: Derived from data supplied by DBS and Departments of 
National Health and Welfare, and Agriculture 
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[t 2s) evident “thac,) whiteysucen “preducts as coim syrum 
fancy molasses and honey may be thought to be competitive with refined 


sugar by Canadian refiners, they are not fully competitive in the 
economic sense. They become substitutes only in respect of certain 
specific end uses, in which their non-sugar components impart distinc- 
tive flavours which are a definite advantage. liven if they were 
priced competitively, these non-sugar components would make many of 
the listed products unsuitable as sweetening agents for such uses as 
the manufacture of soft drinks, or as ingredients in many kinds of 
confectionery or jam; for other uses, the particular flavours pro- 
vided by the non-sugar components have positive advantages and enable 
the products which contain them to be sold at several times-the price 
of an equivalent amount of sugar, in terms of sweetening properties. 


It is clear, from the analysis, that apart from chemical 
sweeteners, no other common sweetening agent is competitive with sugar 
in terms of the cost of the sweetness imparted to the end product; 
this is true both in respect of sugar for household or for industrial 
use, The chemical sweeteners are more expensive than sugar when pur- 
‘chased in the usual quantities sold at retail. However, at the unit 
costs at which they are available to industrial users, they are so 
much lower in ‘cost relative to sugar that the extent of their use as 
limited only in relation to their acceptance by the general public im 
respect of flavour, hazards to health or other such non-economic 
considerations, 


PRICING POLICY 


Terms of Purchase of Raw Cane Sugar 


All Canadian cane refiners produce granulated white sugar 
as their principal product; their other main outputs are sugars or 
syrups which also have a very high content of contained sugars. To 
these refiners, a raw sugar of high polarization and, therefore, of a 
high sugar content, implies a minimum of processing problems and a 
rapid throughput in the process -of separating the sucrose contained in 
the raw sugar from its associated non-sugars,. 


The formula, available sucrose 2P -— 100, was offered at 
the hearing, as indicating the percentage of available sucrose ina 
sugar of polarization P; it is currently accepted by the Intemational 
Sugar Organization for the purpose of reporting statistics ona 
uniform basis. The formula indicates that a 98° polarization sugar 
would contain 96 per cent sucrose which can be separated economically 
from the non-sugars; similarly, a 96° sugar would contain 92 per cent 
of available sucrose, It was stated at the hearing that, in terms 
of the cost of processing raw sugar in a given refinery, there is not 
avery great preference for a higher polarization sugar over one 
slightly lower, because both sugars would have to go through the same 
processes, However, higher polarization sugars pass through the 
processes faster, with a lower demand on filtering capacity, than 
do low polarization sugars, with consequent implications for capacity, 
energy used, filtration materials used, and so on, all of which would 
affect costs per unit of output. High polarization sugar was referred 
to by one expert witness as "a refinerts dream", (Vol. eget fib: 
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The existing tariff structure is not neutral with respect 
to the polarization level of sugar which may be bought by Canadian 
refiners. The existing rate structure on raw sugar entered under 
item 13500-1 has a sliding scale under all tariffs, with increments 
in specific duty for each one degree increment in polarization. The 
increments in duty are not uniform: there is a sudden "jump" in the 
increment above 99° polarization in the B.P. tariff, and an even 
sharper jump above 98° in the M.F.N. and General tariffs, as the 
following table makes plain. 


Table 16: Rates of Duty, and Increments in Rates of Duty, 
on Sugar of 95° Polarization and Higher, 


Imported Under Tariff Item 13500-1 


Det serait M.F.N. and General Tariffs 
Existing Increment per Existing Increment per 
Polarization Rate Degree Pol, Rate Degree Pol. 
not - cents per hundred pounds - 
over over 
95° to 96° 26712 975 128.712 3.5h2 
96- to 97° 29.688 976 132.255 Seyi) 
OTP to 98° 30.664 976 135.798 Sets: 
D8 to a 31.640 ~976 147.606 LETBOS 
Above 99 35.606 3.966 147.606 nil 


wubject. to requirements for the production of soft sugars, 
a refiner's preference for a high polarization sugar, in conjunction 
with the increments shown in the table, has the effect of creating a 
preference for sugars which approach, but do not exceed, 99° polariza- 
tion, when from B.P. sources, and close to, but do not exceed 98° 
polarization when from M.F.N. or General sources. This tariff- 
generated preference on the part of the refiners, for sugars with 
particular polarization characteristics, depending upon source, is 
given expression in the contracts for the purchase and sale of raw 
sugar as negotiated between refiners in Canada and their overseas 
suppliers. As one example, among several which the Board has been 
shown, a contract between a Canadian refiner and a Commonwealth 
supplier, dated April 25, 1969, has the following clause as one of 
the standard, pre-printed, terms of the contract: 


Mougar polarizing, in excess of 99° to be regarded as 
only 99°, but Seller shall be responsible for the_difference 
between the duty payable on sugar polarizing NE [not exceed- 
ing/ 99° and any higher duty payable." 


Similarly a contract between a Canadian refiner and a 
supplier of M.F.N. sugar, dated July 11, 1969, has the following 
clause: 


"Sugar polarizing in excess of 98 degrees to be 
regarded as only 98 degrees, but seller shall be respon- 
sible for the difference between the duty payable on sugar 
polarizing n.e. 98 degrees and any higher duty payable." 
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Raw sugar is bought and sold, sight unseen, on the basis of 
its sugar content, as indicated by its polarization. Prices are 
quoted for 96° sugar, with standard differentials in price for sugar 
of other polarization levels. These price differentials were speci- 
fied in one pre-printed contract in the following terms; "C.1.F.F.0." 
in the contract, is the abbreviation for "cost, insurance, freight, 
free out"; the expression "free out" means that the purchaser pays 
the cost of discharge from the hold of the ship. ’ 

Qe 

"Settlement of degrees above or below 96° to be 

calculated on the ©.1.F.F.0. value of this contract as 
follows:- 


For each full degree above 96° add 1.4% 

For the full degree below 96° down to and includ- 
ing 95° deduct 1.5% 

For each full degree below 95° down to and includ- 
ing 93° deduct an additional 2.00%. 

Fractions of degrees to be calculated in the same 
proportions. 


No sugar below 93° to be delivered unless on discount terms 
mutually agreed between Seller and Buyer." 


Clearly, the discounts on sugars of polarizations below 96° are larger 
than the premiums for sugars of polarizations exceeding 96°. 


. The combined effect on the returns to sellers and the costs 
to buyers, of the higher duties and the premiums, on higher polariza- 
tion raws, is shown in the following table. It is assumed that the 
contract price for 100 pounds of 96° sugar, c.i.f. (cost, insurance 
and freight paid) Montreal, exclusive of duty, is $5.00 in Canadian 
funds, and includes 75 per cent of the $1.00 preferential margin for 
B.P. sugar of 96° polarization; the corresponding price at which such 
sugar would be available from M.F.N. sources would be 75¢ less per 
100 Bounds, or $4.25 per hundredweight, c.i.f. Montreal. The table 
also shows the effects of the penalties included in contracts, applic- 
able to sugars of high polarization. 


It is evident from the table that M.F.N. suppliers would 
suffer a considerable loss on cargoes of raw sugar exceeding 98 
polarization. For example, if a relatively small M.F.N. cargo, of 
>,000 tons, tested 98.5~ the cost of the penalty, compared with the 
‘normal’ return, would amount to $15,000. It is hardly surprising 
that in the five years 1965-69, only one M.F.N. cargo unloaded in 
Canada exceeded 98° in polarization. The contractual penalties on 
high-polarization B.P. sugars are considerably smaller but, neverthe- 
less, also substantial. The loss to a B.P. supplier would be less, 
partly because penalties are.incyrred only on sugars exceeding 99°, 
instead of those exceeding 98°, as is the case for M.F.N. sugars and 
partly because the penalties are smaller. However, on a 5,000 ton 
ee testing 99.5°, the penalties to a B.P. supplier would amount to 

NOGOe 
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Table 17: Effect of Duty and Polarization on Returns to 
Sellers and Costs to Canadian Buyers, With and 


Without Penalties on Sugars of High Polarizations 


Actual Polarization of Sugar 
960 EPs 99° raed eo” 
$ per 100 lbs., c.i.f. Montreal 
Rectd by B.P. suppliers (4) 


No penalties 5508 or ales: eel peed 

With penalties 700 5. LS eek 5 ely 
Rec'd by M.F.N. suppliers 

No penalties he25 4.40 heh 46 

With penalties hee es hee ee 
bosteLonbuyers. BaP. peectine o 

No penalties 5.29 5.49 pele: 5.60 

With penalties ae? D9 ee Shee) 
Cost _ to buyers, M.F.N. amiteines 2! 

No penalties eat wae: peve Pe 

With penalties Deu ee Dero Dal 


(a) Inclusive of 75¢ per 100 lbs. preferential premium at 96° 
(b) Inclusive of duty relevant to polarization of sugar 


Novesse By P. sete. receive no pol. premium, beyond 99°, on sugars * 
exceeding 99°, and are responsible for duty payable in excess 
of that applicable to sugar of 99°, M.F.N. suppliers are 
subject to similar conditions except that penalties apply to 
sugars exceeding 98°. 


The position of the buyer is very much different. The penal- 
ties are such, that the buyer can acquire higher-polarization spgars 
at the same unit cost as those of lower polarizations; their utiliza- 
tion is not likely to create any serious problems for a refinery. 


The return to B.P. suppliers is always higher than to M.F.N. 
suppliers, by approximately the amount of the preferential premium. 
On a cargo of 5,000 tons of raw sugar testing 98. O°, the gross return 
tora D.F, supplier would be $77,100 more than to an M. FN. supplier. 
The additional cost of 96° M.F.N. sugar, to a Canadian refiner, in 
buying M.F.N. sugar, is the difference between the M.F.N. rate of duty 
and the sum of the B.P. rate and the preferential premium; at polar- 
izations above 96° the rates of duty change, of course, but the prefer- 
ential premium also anereases. by 1.4 percent for Bach full degree 
above 96°, At one the approximate M.F.N. duty is $1.36 per 100 
pounds, the B.P. date is 31¢ per 100 pounds, and the calculated pref- 
erential premium is 77¢ per 100 pounds ('75¢ x 1.028). Thus, the cost 
to a Canadian refiner of 98° M.F.N. sugar, c.i.f. Montreal, duty paid, 
would be higher by 28¢ per hundredweight (M.F.N. duty of $1. Bbc s. be re 
duty of $.31 - preferential premium of $.77) or by $28,000 on a cargo 
of 5,000 tons. 
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Although price and duty increments make higher polarization 
sugars more expensive per hundred pounds than lower polarization 
sugars, the higher yield of refined sugar and the somewhat lower 
processing costs more than compensate refiners for the higher cost of 
the raw sugar. Indeed, if white sugar were the only product produced 
by Canadian refiners, the closer to 100° that the polarization of 
their raw sugar inputs attained, the better. However, soft sugars 
are an important part of the output of most Canadian cane refiners 
and the companies which produce them pointed out that the very high 
polarization sugars do not contain sufficient molasses to enable them 
to make all the soft sugars their markets demand; this does not appear 
to be a serious difficulty because purchased molasses can be added to 
the raw sugar during processing. 


As the above indicates, it is contrary to the interests of 
suppliers to ship sugar to Canada, of a polarization which incurs 
penalties. The spokesman for the South African Sugar Association said 
that one cargo of sugar sent to Canada from his country had polarized 
'at 99.03 degrees, as a result of a gross error for which the offending 
mill had subsequently been penalized; the South African spokesman 
further indicated that his Association tries to control the polariza- 
tion level of sugars exported to Canada to between 98.5 and 98.8 
degrees. (Vol. Rep: 262) For South African and other distant sup- 
pliers: polarization penalties can be quite substantial; on a cargo 
of 15,000 tons, a common size, the penalty ona 99. 5° “shipment would 
amount to $21,000. 


As regards M.F.N. raw sugars, the M.F.N. rate increases 
irregularly for sugar exceeding 98~ and the extra duty must be 
absorbed by the exporter, by contract. This was a source of complaint 
from the spokesman for Cuba. The brief of Cuba noted that there would 
be no production, marketing or administrative difficulties in supply- 
ing raw sugar of 99° polarization to Canada and urged that the Canadian 
tariff structure be amended:so as not to discriminate against the higher 
qualities of M.F.N. sugars and thus to permit their importation from 
MF NS suppliers, (Voli. 8) psMie6i4 1265) 
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The Pricing of Raw Sugar 


All raw sugar, bought by Canadian refineries, is obtained 
through sugar brokers, who receive a fee of 4 of one per cent from 
the seller, for their services. All sugar brokers, currently engaged 
in that occupation in Canada are, according to testimony, branches of 
international sugar brokerage companies, most of whose head offices 
are in London, England. According to the evidence presented at the 
public hearing, there is no corporate relationship between any sugar 
brokerage firm and any of the Canadian refineries for whom they obtain 
sugar. The function of the broker is to bring buyer and seller to- 
gether, in the sense of finding a customer when a seller has sugar to 
sell, or finding a seller when a refiner needs raw sugar. The brokers 
also play an important rdle in obtaining shipping space for the car- 
riage of raw sugar from origin to destination. 


Sugar is bought by Canadian refiners on a contract basis; a 
contract may cover a single shipment, or several shipments, of sugar. 
Contract forms are usually on the letterhead of the brokerage firms 
and are of a fairly standard format; some clauses of the contracts, 
such as that specifying the price differentials for sugar above or 
below 96° polarization, are common to all contracts that the Board has 


examined. 


Contracts for raw sugar for the Canadian market fall into 
two broad categories: those covering sugar sold on a "spot" or cash 
basis, in which the price of the sugar, on the basis of 96° polariza- 
_tion, is specified in exact figures when the contract is signed; and 
those covering sugar sold "on pricing terms", also described as sales 
on "deferred pricing" or "on price fixing" terms, in which case the 
final price is indeterminate at the time of negotiating the contract. 
The factor which determines the final price is the level of the 
"London Daily Price” on the day when a particular volume of raw sugar 
geeticalled" for pricing under the. contract. 


The London Daily Price (LDP) is a price calculated each day 
by a rotating committee of London sugar brokers, the Price Committee 
of the United Terminal Sugar Market Association. The committee 
arrives at a price of raw sugar, of 96° polarization c.i.f. London, 
which pertains to free market raw sugars and is applicable to sugar 
landed at London, exclusive of British customs duties. The Board has 
been informed that the Price Committee estimates the London Daily 
Price primarily on the basis of known transactions in "spot" or cash 
sugar, and bona fide offers of spot sugar that may not necessarily 
have resulted in completed transactions. Changes in the Caribbean-U.kK. 
freight rate also affect the LDP, the Caribbean area being treated as 
a sort of world price basing-point for raw sugar. To affect the LDP, 
transactions or offers of sugar need not relate to sugar for delivery 
to London; the Committee may estimate the effect that transactions in 
respect of sugar for other destinations would have had on the London 
market, taking freight costs into account. Similarly, such offers 
need not involve raw sugar originating in the Caribbean area. 


In the absence of price indications of the above sort, the 
Committee may estimate the London Daily Price on "tone", a rather 
vague expression relating to the Committee's knowledge of market situ- 
ations that might not be covered by reference to actual or proposed 
transactions. 
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The Board has been informed that when the Price Committee 
is examining transactions in raw sugar, it does not normally take 
direct account of the effect on the sugar market of sugar sold on 
deferred pricing terms. Such transactions are usually related to the 
level of the LDP at some future date and are not useful yard-sticks 
of prevailing prices; they may impinge on the calculation of the 
current LDP only to the extent that they affect the “tone” of the 
market by diminishing the quantity of sugar which is available for 
sale. Subject to this latter qualification, it appears that, largely 
as a result of the deferred pricing contracts, Canada is a price 
taker, rather than a price maker, in the world sugar market, in spite 
of the fact that. this country as) “after Japanjethe largest single 
purchaser of world free market sugar. Thus, when, under the terms of 
the International Sugar Agreement, a 1969 hardship quota allocation to 
Mauritius and Fiji was being discussed in the "Sugar Review", published 
on September 11, 1969, by C. Czarnikow Ltd. of London, it was reported 
that the full amounts of the allocation had all been committed to 
Canada and these, "therefore have no influence on the market." 


"Deferred pricing" contracts enable the purchaser to price 
his output of refined sugar in a close relationship to the price of 
raw sugar, on any given day. In the trade this is known as pricing 
"close up to the market". The practice enables the refiner to main- 
tain a fairly constant day-to-day relationship between prices of raw 
and refined sugars, an important point particularly for those refiners 
who are located on the St. Lawrence or its Seaway and who must store 
enough raw sugar to carry them through approximately four winter 
months. These refiners do not wish to run the risk of paying the pre- 
vailing spot prices for raw sugar in the autumn, to find, in the spring, 
that imported refined sugar is priced at a much lower level than in the 
preceding fall, as a result of @.decline in world prices; over the 
winter. 


On any given day, the deferred pricing contract enables the 
refiners to price the refined sugar to be produced that day on the 
basis of having purchased an equivalent amount of raw sugar at that 
day's London Daily Price for raw sugar. The raw sugar that is so 
priced on any one day can be, but does not have to be, the same sugar 
as is being withdrawn from the warehouse for refining. Basically the 
contracts call for sugar to be priced as of the dates of "paper" with- 
drawals of sugar, rather than physical withdrawals, in the sense that 
on any day covered by the contract period the refiner may "call" for 
certain amounts of sugar to be priced at the London Daily Price of 
that day, with adjustments as noted hereunder, even though the physical 
sugar involved in the contract may not actually be withdrawn on the 
day in question. 


Indeed, a frequent practice is for sugar covered by a partic— 
ular contract to be subject to pricing, in relation to the current LDP; 
as soon as the contract is signed, although the sugar may not be deliv- 
ered to the refiner for several months. Thus the Board has been shown 
a contract covering sugar obtained by a Canadian refiner from a Common- 
wealth source of raw sugar, in which the date of the signing of the 
contract was January 2, the date of the loading of the shipment of 
sugar in the country of origin was to be some time in April of the 
same year, and the dates on which calls could be made against the 
contract began with January 2 and ended with October 31, and included 
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"any London market day" between those dates. Deferred pricing con- 


tracts were introduced by C. & D., in 1960, when Tate & Lyle Limited 
acquired a controlling interest in the company. (Vol. 1, p. 53) 


To Canadian refiners the principal exchanges, on which 
buyers and sellers of raw sugar may hedge their purchases or sales, 
are those of the United Terminal Sugar Market Association in London 
and the New York Coffee and Sugar Exchange; refined sugar may be 
hedged by purchasing or selling equivalent amounts of raw sugar 
futures. As on any commodity exchange, refiners may "take a position" 
in the market, that is, they may use corporate funds to speculate in 
sugar on the exchanges, buying and selling sugar independently of 
their own refinery's requirements. Speculation of this sort may 
augment the revenues of the refineries and, indeed, one refinery 
officer, in submitting the detailed balance sheets and profit and loss 
statements of his company for examination, found it advisable to ask 
the Board to be careful not to attribute all the profits made by his 
company to the operation of the sugar refinery, because some of the 
revenues had resulted from such speculation. Of course, the profit- 
ability of such speculative transactions depends on the judgment of 
the persons involved and, indeed could readily lead to substantial 
losses if the judgment was faulty. 


Sugar contracts, of the sort described above, when covering 
sugar obtained from B.P. sources by Montreal refiners, usually specify 
that the amounts of sugar called for pricing on a particular day shall 
be priced at the London Daily Price of that day, converted to Canadian 
currency, plus the 75 cents per hundred pounds share of the $1.00 
Canadian tariff preference that usually accrues to the seller, minus 
an adjustment for the difference in freight cost to the destination of 
the buyer relative to the cost of freight to London. The 75 cents 
preferential premium is discussed elsewhere in this report. A111 that 
needs to be said here is that the Board's examination of sugar con- 
tracts suggests that the payment of an additional 75 cents per hundred- 
weight to a seller of B.P. sugar is a fairly general but not universal 
practice; some contracts which have been examined were slightly more 
favourable to the Canadian refiner. 


The freight adjustment is made because the London Daily 
Price pisea price Poresworld sugar, c.1.f. London, whereas the contracts 
entered into by Canadian refiners relate to the price for B.P. sugar, 
c,i.f. Montreal. It is accepted in the sugar trade that the. Caribbean 
area is the basing point for raw sugar purchased by Canadians; it is 
further accepted that the costs of bringing raw sugar from the Carib- 
bean to Montreal are only 70 per cent of the cost of shipping sugar 
from the Caribbean to the United Kingdom. Accordingly the standard 
Canadian sugar contract arranges to convert a c.i.f. London price to a 
e7i.0, Montreal price by deducting, from the ¢.i.f. London price, 30 
per cent of the cost of freight free in and out Ceo) motos, 
inclusive of loading charges but with costs of unloading to the account 
of the buyer. The freight rate quotation for sugar from the Caribbean 
to London is made available daily by the Price Committee of the United 
Terminal Sugar Market Association in London; besides its use in deter- 
mating the Canadian ¢si.i price, It is also used, as discussed else-— 
where, to derive the world price of sugar under the terms of the Inter- 
national Sugar Agreement. 
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The above method of deriving a price for B.P. raw sugar 
landed at Montreal, excluding duty, is applicable to sugar bought on 
pricing terms from B.P. suppliers in other parts of the world besides 
the Caribbean, for example, Australia, Fiji and the Republic of South 
Africa. Given that the Caribbean area is, in effect, the basing point 
for Canadian purchasers of raw sugar, B.P. suppliers further removed 
from Montreal than is the Caribbean area are in-effect agreeing to 
"absorb", in the price they accept for their raw sugar, the extra 
costs of shipping sugar from their originating points to Montreal. 

In fact, of course, the seller is prepared to accept 4 lesser gross 
return f.o.b. origin than is obtained by Commonwealth Caribbean sup- 
pliers. The Caribbean to U.K. freight rate can be an important 
element in the contract price for sugar, for instance, in transactions 
between African shippers and Montreal refiners, even though the origin 
is not the Caribbean area and the destination not the United Kingdom. 


The following example shows the derivation of the c.i.f. 
price of B.P. sugar "called" under the commonest form of deferred 
pricing contract by a Montreal refiner on January 4, 1971, the first 
business day of the new year. The example assumes a preferential 
premium on 96° sugar of 75¢ per 100 pounds. 


London Daily Price, c.i.f. London £45-0-O per long ton 
Freight cost Caribbean to U.K. £4-10-0 per long ton 
Deduct 30% of Caribbean-U.K. freight 

from LDP £1-7-O per long ton 
Prices Cadet setONbrecal.~gexe lative O48 

preferential premium £43-13-O0 per long ton 
Price in Canadian funds, converted at 

BCan., c«e. LOsthea U.K. $4.71 per 100 lbs. 
Add 75¢ (preferential premium) to give 

c.i.f. price at Montreal $5.46 per 100 lbs. 
Add BP, Gutyeol <fa/l-¢ 10 paves baa, ty 

price at Montreal, including duty $5.75 per 100 lbs. 


The preceding calculations assume the purchase of 96° raw 
sugar, but the calculations would be similar if raw sugar of a higher 
polarization were purchased. For example, if the raw sugar had been 
of 98° polarization, the LDP minus 30 per cent of the freight to 
London and inclusive of the 75¢ preferential premium, would be adjusted 
by the standard 1.4 per cent price increment for each full degree above 
96° and the price c.i.f. Montreal, exclusive of duty, would be $5.62 
per hundredweight. Adding the higher duty on gg° sugar would bring 
the laid-down cost at Montreal, inclusive of duty, to $5.92 per hundred- 
weight, compared with $5.75 per hundredweight for 96° sugar. 


While the foregoing describes the pricing of sugar under a 
very common type of contract for B.P. sugar, other contracts have 
different features. As noted earlier, some contracts specify a firm 
price agreed upon at the time of negotiation; these usually agree on 
a price which is the Montreal equivalent of the LDP on the date of 
signing, plus the 75 cents preferential premium. While most sugar 
purchases made by Canadian refiners are made on a c.i.f. basis, as 
described above, some at least are made on an f.o.b.s. (f.0.b. "stowed'') 
port of origin basis, in which case it is the responsibility of the 
purchasing refiner to arrange for transportation. 
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As in the case of B.P. sugar, M.F.N. sugar appears to be 
bought either on deferred pricing terms which relate the price to be 
paid to the LDP prevailing on the day of calling on the contract, or 
on firm price contracts which have been negotiated with the eyes of 
the negotiators on, the LDP prevailing at the time of contract negoti- 
ation. Some, but fot all, contracts for M.F.N. sugar appear to price 
the sugar at a fairly precise c.i.f. Montreal equivalent of the LDP, 
that is, at the LDP minus 30 per cent of the cost of freight from the 
Caribbean to the United Kingdom without, of course, any extra payment 
of 75 cents per hundred pounds to the M.F.N. supplier because the full 
$1.00 of preferential margin would be exigible. 


Other contracts that the Board has seen reflect the fact 
tna Vanadianreriners have sometimes been able, in the process of 
negotiation, to persuade the M.F.N. supplier to take account of the 
fact that the cost of M.F.N. sugar to the Canadian refiner is about 
25 cents per hundred pounds more, duty paid, than comparable B.P. 
sugar. This may take the form of a reduction in the contract price 
below the Montreal equivalent of the LDP, the reduction in oprice being 
at least equal to the 25 cent per hundred pounds, basis 96° sugar. 
Contracts on file confirm the existence, in some periods at least, of 
the discounts referred to by the spokesman for Cuba, at the public 
hearing. (Vol. 8, p. 1276) The Cuban spokesman referred to discounts 
of 29 cents per hundred pounds for Bee under 97° and of 34 cents per 
hundred pounds for sugar between 97° and 98°; he also stated that these 
discounts are related to the existing tariff provisions. 


When sugar is acquired on deferred pricing terms from either 
B.P. or M.F.N. sources, the seller is usually paid 98 per cent of a 
provisionally-calculated value of each shipment on the arrival of the 
vessel at the refiner's dock. The provisional value is commonly based 
on the LDP at time of loading the cargo. The detailed calculations of 
day-to-day changes in values as related to the LDP, when sugar is 
called for pricing under the contracts, are subsequently used to 
determine the final value of the contract, which can be either above 
or below the provisional value depending upon whether the LDP has 
risen or fallen between the loading of the cargo and the calling of 
amounts of sugar under the contract. 


Although the foregoing discussion related to the pricing of 
raw sugar delivered to the three Montreal refineries, contracts for 
the delivery of raw sugar to C. & D. Toronto are similar except for the 
provision for additional freight cost between Montreal and Toronto. 

The contracts for sugar purchased by the refinery at Saint John, New 
Brunswick, or the one at Vancouver, are also substantially similar in 
their terms to the Montreal contracts. However, the price of raw sugar 
to Atlantic Sugar Refineries, called for pricing on any given day, is 
usually some cents less than the price to Montreal refiners on the 

same day; this reflects the lower cost of shipping raw sugar to St. John 
than to Montreal. 


British Columbia Sugar Refining Company purchases raw sugar 
principally on the basis of fixed prices, determined in advance. In 
the words of the company's brief: 
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"Tt has been the policy of the company to make fixed 
contracts, cargo by cargo, for its requirements and not 
resort to deferred pricing or other arrangements whereby 
small lots of sugars may be priced from day to day against 
the terminal market." (Vole iyeps 3588) 


However, the company's brief went on to indicate that the 
availability of the London sugar market to hedge purchases of raw 
sugar was an important aspect of its purchasing policy. The spokes- 
man for B.C. Sugar indicated that it was his company's policy to ask 
the London brokers for bids on Commonwealth sugar delivered to 
Vancouver; if a Jamaica cargo were cheaper than a Fiji cargo they 
would take the Jamaican cargo. "It is a matter of price”. (Vol. 4, 
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Regional Pricing of Refined Sugar 


Refined sugar is priced by Canadian refiners on the basis 
of a system involving a combination of base point prices and freight 
equalization. Montreal, Toronto and Saint John are the established 
basing points in eastern Canada; Vancouver is the recognized basing 
point in western Canada. Montreal and Saint John base prices for 
granulated sugar are essentially identical; Toronto base prices are 
20 cents per hundred pounds higher than those at Montreal. Vancouver 
base prices are ordinarily at least 10¢ per hundredweight higher than 
those at Montreal, but the differences are not consistent and range 
from 10¢ less to 25¢ more, than at Montreal; the average Vancouver 
price was about 10¢ per hundredweight higher than Montreal in 1968, 
1969 and 1970. 


It is a characteristic of freight equalization that every 
supplier offers to sell sugar at a delivered price which is equal to 
the base point price of the nearest supplier plus the cost of freight 
from that supplier to the purchaser's destination; "nearest", as used 
here, means the lowest freight cost. Thus Atlantic Sugar, whose 
refinery is at Saint John, "absorbs" the cost of freight from Saint 
John to Montreal when it sells sugar in Montreal, while the Montreal 
refiners would absorb the cost of freight from Montreal to Saint John 
if they sold sugar in Saint John. At intermediate points, between 
Saint John and Montreal, the delivered list price of sugar is higher 
than that at either of these two base points, being equal to the base 
price plus the cost of shipment from the basing point having the lower 
shipping cost to the destination in question. 


In actual practice it is cheaper to ship sugar from Saint 
John to Montreal than from Montreal to Saint John because part of the 
freight cost from Saint John to Montreal and to points further west, 
is subsidized under the Maritime Freight Rates Act. (Vol. 1, p. 59; 
Vol. 4, p. 550) Because list prices at Toronto are 20 cents per 
hundredweight more than at Montreal, the refineries in Montreal and 
Saint John absorb only that part of the cost of shipping refined sugar 
to Toronto which is in excess of 20 cents per hundred pounds. 
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In January, 1971 the rail freight charges on packaged sugar 
shipped from Montreal to Toronto ranged from 303 to 323 cents per 
hundred pounds, depending upon the total weight of the shipment. Thus, 
there is clearly some element of freight absorption by other eastern 
refineries on shipments to Toronto and to most destinations in south- 
western Ontario. By keeping the list price at Toronto only 20 cents 
above Montreal prices, ©. & D. forces other refineries to use Toronto 
as an alternative basing point to Montreal with consequent benefits to 
Ontario consumers in those centres closer to Toronto than to Montreal. 
Indeed, this appears to be implicit in the claim of ©. & D. that, in 
making Toronto a basing point, it had reduced the cost of sugar to 
Ontario consumers by about $1.5 million annually. (Vol. 1, p. 54) 


With the opening of its Toronto refinery, C. & D. could 
supply sugar to purchasers in the Toronto area and in other parts of 
central and southwestern Ontario without any absorption of freight 
costs, so long as the extra cost of shipping equivalent amounts of 
raw sugar to Toronto, as compared with shipping it merely as far as 
Montreal, did not exceed 20 cents per hundred pounds of refined sugar; 
the cost of storing raw sugar would also be fractionally higher at 
Toronto than at Montreal because the St. Lawrence River is open to 
navigation for a longer period at Montreal. However, the principal 
consideration would be the additional cost of shipping raw sugar to 
Toronto relative to Montreal. 


Karly in 1971, the additional cost of shipping raw sugar to 
Toronto as opposed to Montreal to Toronto was approximately $1.60 to 
$2.20 per ton and, according to the C. & D. brief, the average polar- 
ization of raw sugars used by the Toronto refinery is approximately 
98°. Thus, about 104 pounds of raw sugar would be required to produce 
100 pounds of refined sugar and the additional freight cost on the 
raws would be roughly 8.3¢ to 11.4¢ per 100 pounds of refined sugar. 
Therefore, even if some allowance were made for the extra cost of 
storing larger quantities of raw sugar at Toronto than at Montreal, 
during the winter, the 20¢ per 100 pound differential between the base 
prices for raw sugar at Toronto and Montreal is approximately double 
the extra cost of transportation of equivalent amounts of raw sugar. 
Thus, in setting the base price for refined sugar at Toronto at 20 
cents per hundredweight above that at Montreal, ©. & D., apparently, 
was taking into account the cost of shipping refined sugar from 
Montreal to Toronto and not the additional cost of acquiring raw sugar; 
because the Toronto refinery's output would be sold in competition with 
refined sugar produced at Montreal, this is not surprising. 


As noted earlier, the cost of sugar delivered to destinations 
served by both Toronto and Montreal refineries would be the lesser of 
the Toronto base price plus freight cost from Toronto, and the Montreal 
base price plus freight cost from Montreal. Assuming that no freight 
cost is absorbed by the shipper, this means that, for most of eastern 
Ontario, that is, as far west as the Peterborough area, the lowest- 
priced sugar can be obtained from Montreal; west of Peterborough, the 
lowest-priced sugar can be obtained from Toronto. 
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Table 18: Cost of Refined Sugar Delivered to Selected Centres 
in Ontario, Using Montreal and Toronto Base Prices, 


January 1971 


Cost. of Rail pie Cost Montreal 
Destination Freight From: Refined, \*/ From: Refineries 
of Sugar Montreal Toronto Montreal Toronto Adv. Disadv. 

g per cwt. $ per cwt. g per cwt. 

Ottawa 254 2 9.86 10.22 36 = 
Kingston hy bie: (b) 9.94 LONELY 21 _ 
Peterborough 36 (>) 193 9.96 10.00 b = 
Toronto 304 O 9.93 9.80 ~ 13 
Kitchener 59 ae LO; T9 10507 ~ 12 
Windsor fh") he ie ry, 10.22 = LS 


(a) Assumes base price of $9.60 at Montreal and $9.80 at Toronto 
(b) In 120,000-pound carlots 


Source: Freight rates supplied by companies and the Canadian Freight 
Association 


It is evident from the table that if base. prices reflected 
costs, Montreal refineries would be at a disadvantage relative to 
C. & D. Toronto on shipments of sugar into the major consuming areas 
of Ontario. Similarly, C. & D. Toronto would be at a disadvantage in 
competing with Montreal refineries in the eastern Ontario market. 
However, the disadvantage of C. & D. Toronto is less than appears in 
the table. As noted, the 20 cents per 100 pound differential in base 
prices for refined sugar, between the two centres, is not based on the 
additional costs of shipping equivalent amounts of raw sugar to Toronto 
as opposed to Montreal and, -in fact, is substantially more than this 
cost. Therefore, the Toronto refinery would appear to be in a much 
better position to compete for the eastern Ontario market than would 
be the Montreal refineries in competing in the very large market in 
southwestern Ontario. 


Assuming no freight absorption, sugar sold by the refinery 
at Saint John, New Brunswick, would also be competitive with sugar pro- 
duced at Toronto almost as far west as Kingston, Ontario. However, 
the cost of rail freight from Montreal to destinations in Ontario is 
less than that from Saint John and, therefore, the Saint John refinery 
would be forced to "absorb" some freight cost in order to compete in 
Ontario with Montreal-produced sugar, if list prices were strictly 
Observed. 


Montreal refiners have a freight cost advantage over Saint 
John, roughly as far east as Riviere-du-Loup, about 115 miles east of 
Quebec City; east of this general area, the advantage is to the Saint 
John refinery. The rail rates on sugar originating in Montreal and 
Saint John, delivered to selected destinations in Quebec and the 
Atlantic Provinces, are given below. 
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Table 19: Cost of Rail Freight on Refined Sugar from 
Montreal and Saint John, N.B., to Selected 


Destinations in EKastern Canada, January 1970 


Destination Origin of Sugar Advantage To: 
of Sugar Montreal Saint ooo Montreal Saint John 
g per cwt,\4 ¢ per cwt. 
Sydney, N.S. 64, hh ~ 20 
hala, NG. 58 30 - 28 
Saint John, N.B. 38 0 ~ 38 
Moncton, N.B. Lg 25 ~ 2h 
Matapedia, Que. L5 33 ~ 10 
Riviere-du-Loup, Que. 35 35 0 O 
Quebec Gity, Que. 30 3h -_ 
Sherbrooke, Que. 21 AL 20 ~ 
Montreal, Que. O 28 28 - 
Ottawa, Ont. 254 43 ily - 
Kingston, Ont. 3h Lhe 104 “ 
Toronto, Ont. 303() Loz) 10 2 


(a) In 100,000-pound carlots 
(b) In 120,000-pound carlots 


Source: Freight rates supplied by companies and the Canadian Freight 
Association 


Although the Saint John refinery has a freight-cost advan- 
tage over Montreal refiners as far west as Riviere-du-Loup, its over- 
all advantage probably extends considerably further. This arises out 
of certain other advantages of the Saint John refinery over those at 
Montreal, for example, costs of ocean freight to Saint John are less 
than to Montreal and wage rates are lower in the Saint John area than 
in Montreal. The savings on ocean freight would amount to about Ag 
to 6¢ per 100 pounds of refined sugar; the lower labour costs repre- 
sent a savings of approximately 5¢ per hundredweight. (Vol. 4, 

p- 558) Thus, to the extent that these factors reduce the costs of 
producing and packaging sugar, they permit the Saint John refinery to 
offset a substantial part of the disadvantage of its distance from 
market centres. 


The preceding analysis is based on the assumption that all 
sellers adhere strictly to the base price system, but this is not 
necessarily the case. As noted, the base price at Toronto is higher 
than the additional cost, relative to Montreal, of transporting and 
storing raw sugar. Also, given the lower cost of transporting raw 
sugar to Saint John than to Montreal, the lower cost of storing raw 
sugar because Saint John receives winter shipments more regularly, and 
the lower wage rates in Saint John than in Montreal, it could be 
expected that the base price at Saint John should be less than at 
Montreal. 


Thus, unless the other costs of the Toronto and Saint John 
refineries are significantly higher than those at Montreal, the former 
are both in a position to offer sugar below the list prices in effect 
at their locations. For example, if the Toronto plant is at a disad- 
vantage relative to Montreal plants only in respect of the cost of 
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transporting and storing raw sugar, ©. & D. Toronto should be able to 
offer a discount from list of as much as 9 to 10 cents per hundred-— 
weight of refined sugar to large buyers or, alternatively, to absorb 

a corresponding amount of freight-cost. Similarly, the Saint John 
refinery would incur a substantial loss from sales of sugar in the 
Montreal and Toronto market areas, where it is at a freight disadvan- 
tage of more than 20 cents per hundredweight relative to Montreal and 
Toronto refineries, unless some of the advantages mentioned offset a 
large part of the costs of the "freight absorption" involved in freight 
equalized sales in these areas. 


As the above indicates, there is a certain artificiality 
with respect to the base prices at Saint John and Toronto; both 
appear to be too high relative to Montreal, on the basis of cost. As 
a result, the refineries at Saint John and Toronto would appear to be 
"absorbing" freight costs in some market situations, although this was 
not, in fact, thecase. In effect, the refiners price sugar ona 
delivered basis; the extent to which they are prepared to "absorb" 
freight costs would, presumably, be based on the relationship of their 
net return f.o.b. refinery to their net costs. 


The pricing arrangements are further complicated in that 
Montreal refineries do not necessarily adhere to the base price in all 
market situations. For example, the Montreal refiners informed the 
Board that they sold refined sugar in the Atlantic Provinces on a 
regular basis. In view of the freight costs from Montreal and from 
Saint John to destinations in the Atlantic Provinces, the advan- 
tage is substantially in favour of Saint John, apart from any cost 
advantages which the refinery at Saint John may enjoy. Therefore, the 
Montreal refineries would be forced to accept a lower unit return from 
sales in this region than from sales in their principal market areas 
in Quebec and eastern Ontario. 


Although the foregoing discussion applies to white, granulated 
sugar, the same situation exists in respect of soft sugars. In this 
connection it is noteworthy that soft sugars are not produced in Toronto, 
but the refiners! pricing policies are such that une base prices or 
soft sugars at Toronto are 20¢ higher than at Montreal or Saint John 
In this, the refiners' list price schedules apparently assume the pro- 
duction of soft sugars at Toronto, although it is well known that the 
soft sugars sold by G. & D. Toronto are produced by the Montreal plant 
of the company. 


As noted earlier, Vancouver is a recognized basing point and 
base prices at Vancouver follow the general trend of Montreal and St. 
John prices but are usually higher by 10¢ to 20¢ a hundredweight. 
Because Vancouver is a basing point, list prices in the four western 
provinces are either Vancouver plus freight or Montreal plus freight, 
whichever is less. Jn practice, list prices for sugar delivered to 
destinations in the western provinces are generally based on Vancouver 
pilus freight but, as indicated later in this section, do not follow 
this pattern consistently. A discount of 15¢ per hundredweight for 
beet sugar relative to cane sugar is usual at Winnipeg, although 
Alberta beet sugar appears to be priced in direct relation to cane 
sugar. 
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The fact that there are currently no Agreed Charges in 
effect on sugar originating east of Manitoba, indicates that the 
volume of sugar being shipped from eastern refineries to the Prairie 
Provinces is insufficient to warrant the negotiation of an Agreed 
Charge. The freight cost from Montreal to Winnipeg, in effect in 
January, 1971, was $1.67 a hundredweight compared with a rate from 
Vancouver to Winnipeg of $1.86 per hundredweight and that from the 
Alberta beet sugar factories to Winnipeg of $1.36 per 100 pounds. 


When the base price in Vancouver is $10.00 per 100 pounds, 
as in mid-January, 1971, the list prices at Prairie destinations 
would generally be the base price in Vancouver plus freight from 
Vancouver to those points; because of freight equalization the list 
price at Winnipeg could be $9.90 (the corresponding base price at 
Montreal) plus the freight cost from Montreal to Winnipeg. The 
calculated delivered list prices at selected Prairie centres is shown 
in the following table, based on list prices at Vancouver of $10.00 
per 100 pounds of sugar and the rail freight rates in effect in mid- 
denuary, 1971; thesactual delivered Jist prices are also shown. 


Table 20: List Prices for Refined Sugar Delivered to Selected 
Déestinauions inthe Prairie Provinces, from Selected 


Points of Origin, January, 1971 


Delivered List Prices, 


Rail Rate From: January 14, 1971 
Taber, Vane. Taber Wpg. 
Vance. Alta. Wpg. Actual + frt. + frt§a)+ rrtfe) 
cents per cwt. $ per cwt. 
Vancouver ~ ~ - LOGO LOTOO - - 
Calgary a7 bi leh oe lade mean AP sys) 
Edmonton cay 61 12h POLee yee ee oS Levoe 
Taber 130 - ~ LE oe VS 8) hae = 
Regina 181 Th 62 7 AT.ely S2.08 11.96 
Saskatoon 181 81 83 iG ee Cl Fi2e15 iba by, 
Winnipeg 
Cane 186 - - 11.49) 11.86 - - 
Beet - 136 ~ LS - 12.70 ih ey s 
Thunder Bay ~ - ca ~ - ~ Tale, 
Toronto ~ - ~ PLO RO - - ~ 
Montreal - - ~ 9.90 ~ - ~ 
Saint John - - - 9.90 ~ = - 


(a) Beet sugar 
(b) If based on Montreal would be $9.90 + 1.67 = $11.57 


As the table indicates, sugar is priced higher in Saskatchewan 
than in any other part of Canada and prices decline both west and east 
of this province. The table also indicates that the base price at 
Vancouver is higher than at Montreal and that delivered prices in 
Alberta are even further out of line and are higher than the Vancouver 
list price plus freight. It is noteworthy that beet sugar from Alberta 
is sold in Alberta and Saskatchewan without differentiation from cane 
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sugar but, in Manitoba, beet sugar is listed at a discount of 15¢ per 
100 pounds in relation to cane sugar. 


It is apparent that, if the list price of beet sugar at 
Winnipeg is regarded as being, in effect, a base price, Manitoba- 
produced beet sugar delivered to Regina would cost $11.96 per hundred- 
weight and, therefore, would require "absorption" of 20¢ freight in 
order to compete with sugar originating in Vancouver. However, the 
return to the Winnipeg factory would be $11.34 per 100 pounds compared 
with a return to the Vancouver refinery of only $10.00 per hundred- 
weight, on deliveries to Regina. 


It is evident that the return to the Winnipeg beet sugar 
factory would be the actual delivered list price at the destination 
less the freight cost from Winnipeg; this would also apply to the 
returns f.o.b. the Alberta beet sugar factories, which would be the 
actual delivered list price at the destination less the freight cost 
from Taber, Alberta. Thus, the return, f.o.b. the Alberta sugar beet 
factories, from sugar sold in Edmonton, would be $10.73 per 100 pounds 
($11.34 minus $0.61). Comparisons of gross returns, f.o.b. western 
producing centres, are given in the following table; they indicate 
that the return, f.o.b. point of production, may have little relation- 
ship to the amount of freight-cost "absorption". 


Table 21: Comparison of Gross Returns to Sugar Refinery 
or Beet Sugar Factory from Deliveries at 
Selected Centres, Janua J fi 


Gross Return), Freight 


Actual Equalized, Sas be 
List Price Vancouver Taber Winnipeg (4) 


$ per cwt. $ per cwt. 
Destination 
Vancouver LO. OO LOs00 - ~ 
Calgary VHEAC TE: LOwe? 10397 L060 
Edmonton Wersoyn Oy LO fa Os LO 
Taber Lliole 10.0% ea - 
Regina 11.176 9.95 law HRA 
Saskatoon ye 9.95 10.5 LOw9S 
Winnipeg 
cane 11.49 9.63 - - 
beet 11.34 - 9.98 Ae Si 
Thunder Bay 
cane 10.936) - - - 
beet 10, 786°) - - 9.65 


(a) List price less freight cost to destination 

(b) Montreal base price for cane sugar plus freight from Montreal 
(c) Cane sugar list price less 15¢ per cwt. 

(d) Beet sugar ‘ 


Source: Derived from freight rates supplied by companies and Canadian 
Freight Association, and list prices 
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A comparison of the gross returns, f.o.b. point of origin, 
indicates that sugar produced by the Winnipeg beet sugar factory can 
compete as far west as approximately Regina and Saskatoon without any 
significant disadvantage in respect of the return to the plant. The 
comparisons also indicate that from about Regina and Saskatoon at 
least to the western border of Alberta, the Alberta sugar beet fac- 
tories obtain significantly higher returns from sales of sugar than 
either the Winnipeg or Vancouver plants. It seems clear, from the 
table, that the market in British Columbia is unlikely to be supplied 
by beet sugar except in very unusual circumstances, such as might 
result, for example, from extremely high world prices of raw cane 
sugar. 


The Vancouver refinery would not be required to "absorb" any 
Significant freight cost on deliveries of sugar to the western centres 
shown in the preceding two tables, except for Winnipeg. However, 
although the Winnipeg factory would be required to "absorb" a freight 
cost of 2£0¢ per hundredweight, to deliver refined sugar to Regina, the 
return to the Winnipeg plant would be $11.14 per hundredweight compared 
with the $9.95 which would be received by the Vancouver plant. In fact, 
the beet sugar factories receive substantially higher returns from sales 
in the Prairie Provinces than would the Vancouver refinery, although at 
some locations the pricing system makes it appear that they are at a 
serious disadvantage. 


Refiners' Methods of Pricing Refined Sugar 


In the preceding sections the relationship between the 
announced London Daily Price for raw sugar and the price paid for raw 
sugar by Canadian refiners, was discussed; the geographic aspect of 
the pricing of refined sugar in Canada, as affected by the base point- 
freight equalization system, was then discussed. In the present sec-— 
tion, the relationship between the price paid by refiners for raw sugar 
and the price they charge for refined sugar is examined. 


All manufacturers of refined cane or beet sugar in Canada 
establish list prices for the range of products which they sell. The 
list prices are generally deemed to be public information; it is 
assumed in the trade that the listed prices of each manufacturer become 
common knowledge among both customers and competitors. Price lists 
were received by the Board from all Canadian refiners and no refiner 
requested that his listed prices be kept confidential. 


The list prices are established for a basic grade and package 
of sugar, a 100-pound paper bag of fine or special fine, white granu- 
lated sugar; sugar of other qualities or in other packages, and syrups, 
are listed at price differentials above or below the price of the basic 
grade. The price differentials are usually fairly constant, in that an 
increase in the price of the basic grade by 20 cents per hundred pounds 
is normally accompanied by an increase of 20 cents in the price of other 
grades of sugar. Occasionally, the price differentials between grades 
are changed, although much less frequently than are the prices for the 
basic grade. During 1968, for instance, C. & D. put out 41 lists of 
sugar prices; 39 of these involved changes in the base price, with 
accompanying changes in prices for the other grades, but without change 
in the differentials; one of the two lists involved ' a change in the 
differentials between grades, without change in the price of the basic 
grade. 
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The fact that the price of the 100-pound bag of sugar is 
the bench-mark from which the prices of other grades and package 
sizes of sugar are calculated does not imply that the largest volume 
of sugar is sold in 100-pound bags. Indeed, while specific informa- 
tion on the proportion of their sugar sold in particular forms or 
packages was not sought from the Canadian refiners, it would appear, 
from the available information, that the sale of sugar in 100-pound 
bags is not large and is probably a declining proportion of the total. 
The retail market is now strongly oriented towards the sale of sugar 
in 2, 5, or 10 pound packages, and industrial users are making increas- 
ing use of liquid sucrose or liquid invert sugar, and granulated sugar 
delivered in bulk, loose. Thus, the use of the 100-pound bag as the 
pricing unit seems to reflect the histerie rather than the curren, 
market importance of the base unit. 


The list prices for the basic grade, and other grades and 
packages of sugar, are for sugar f.o.b. the refinery. All refineries 
in Canada allow a two per cent discount if payment is made within a 
certain period, 15 days in most cases, on the basis of the available 
information. On any given date, all of the refiners selling sugar in 
the eastern Canadian market, that is, east of Manitoba, normally have 
the same list prices for the basic grade of sugar at any one location. 


At the public hearing, and by correspondence after the hear- 
ing with all refiners operating in eastern Canada, the Board sought to 
determine how refiners determined the prices which would prevail at 
any given time. It also sought the reasons for changes in prices, 
when these did occur. These questions were answered largely in terms 
of an established relationship between the Canadian refiners’ list 
prices for refined sugar and the London Daily Price for raw sugar. 


The C. & D. brief noted that its list prices for refined 
sugar were related each day to the "world" price for raw sugar. 
(Vol. 1, p. 54) More specifically, the company reported that when the 
London price of raw sugar went up by 15 cents per hundred pounds, their 
prices of refined sugar immediately went up by a commensurate amount, 
and that the reverse happened if London prices of raw sugar fell. 
(Vol. 1, p. 242, 243) This relationship between the Canadian price of 
refined sugar at Montreal and the London Daily Price for raw sugar was 
stated to be maintained by means of a complicated formula (Vol. 1, 
p.- 245); the details of this formula were submitted by C. & D. to the 
Board, in confidence. 


Spokesmen for the other eastern refineries, when asked how 
their refined sugar prices were determined, also indicated the use of 
a pricing formula. The pricing formulae of Cartier Sugar and Atlantic 
sugar were also submitted to the Board, in confidence. The spokesmen 
for St. Lawrence Sugar did not feel that its pricing formula was a 
subject that needed to be kept in confidence; they submitted price 
calculations to indicate how the company determined its basic price 
for refined sugar, using specific prices on a particular date and 
referring to the 98° sugar which it normally uses; these calculations 
were filed as Exhibit <.1, at the public hearing. The following shows 
how the calculation is made but omits some of the details which relate 
to the conversion of the LDP to a c.i.f. Montreal basis; these details 
were shown earlier, in the section dealing with the pricing of raw 
sugar. 
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Table <2: Derivation of the List Price of Refined Sugar 
by St. Lawrence Sugar Ltd., January 16, 1970 


LDP (price of raw sugar c.i.f. London 


England) £34-0-0 per long ton 
LDP converted to Canadian currency at 

2,571 9ebo the«sU.K. $87.546 per long ton 

dollars per cwt. 

LOPescyii5 london 3.908 
Cost of raw sugar c.i.f. Montreal, includ- 

ing pref. prem. and B.P. duty, 98° 4.927 
Add discharge and handling costs .060 
Cost of raw sugar stored in warehouse 

per cwt. of raw sugar 4.987 
Adjust cost of raw to allow for yield of 

100 lbs. refined from 103.5 lbs. raw 5162 
List price of refined sugar, Montreal S250 
Deduct 2% discount for payment within 

15 days malogs 
Discounted list price of refined sugar, 

Montreal 8.085 
Refiner'ts margin ($8.085-$5.162) 2.923 


pource: )Derived from xhibit 2.1 
The details of the calculations by St. Lawrence, and others, 


in converting the London Daily Price to a c.i.f. Montreal basis, are 
quite standard. The relatively small costs of discharge and handling 
may vary somewhat in the calculations of different refiners, but by 
very little per 100 pounds of sugar and would have hardly any effect 
on the list price calculated. The determination of the amount of raw 
sugar of a given polarization required to produce 100 pounds of refined 
sugar is also quite standard and can be derived from the formula, 

eP —- 100 = yield of refined sugar from 100 pounds of raw sugar whose 
polarization is "P".. Thus,.the one detail of the calculation, common 
to all’ of the formulae, an extremely important one, which is "given" 
but not explained, is the method by which the refiner's margin is 
established. 


As noted, the cost of discharge and handling may vary between 
refiners and also from time to time for the same refiner. To avoid the 
difficulty of comparing various formmlae in which this cost is differ- 
ent, discharge and handling expenses have been included in the refiner's 
margin; the margin is somewhat larger as thus calculated, to cover these 
additional costs.: In effect, this nominal margin is the difference 
between the gross list price of refined sugar in 100-pound paper bags, 
less two per cent discount for cash, and the calculated c.i.f. cost at 
Montreal, duty-paid, of an equivalent quantity of raw sugar imported 
BIC ee te Pt aiid ChUe de es 


On examination, the confidential formulae of the other sugar 
refiners turned out to be similar to that of St. Lawrence, although 
they were not identical with it in all particulars. All of the formulae 
were also very similar to a method used in making this kind of calcula- 
tion in a formula submitted by C. & D. and said, by its spokesman, to 
be public knowledge. Accordingly, if each refiner's formula were to be 
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used to derive a list price for refined sugar, from any particular 
level of the London Daily Price, the resultant list prices would be 
quite similar, but not identical. 


On the basis of information submitted to the Board, it 
appears that the other cane sugar refiners assume that the "refiner's 
margin" used in the formula of C. and D. will remain constant in the 
short run. Then, by using this margin in their own formulae, they 
can calculate the dist. price which, will be tesued by) C.9c Dow vale 
into account that C. & D. will announce a change only when the list 
price, as that company calculates it, changes by at least ten cents a 
hundredweight and will be rounded to the nearest five cents. Of 
course, other refiners can wait until C. & D. announces its new list 
price but the details of the various formulae are basically so stand- 
ard, apart from the refiner's margin, that this is not necessary. ~In 
effect, therefore, the eastern cane sugar refiners, other than CG. & D. 
derive their operating, or refiner's margin, from the list prices 
issued by CG. & D. 


This conclusion appears to be implicit in the sequence in 
which the details of the calculation are presented in the submission 
of St. Lawrence Sugar, given earlier. The margin is the last compon- 
ent of the formula to be shown and is derived by subtracting the cost 
of an equivalent quantity of raw sugar, stored in the refinery ware- 
house, from the list price of refined sugar f.o.b. Montreal. The more 
logical sequence would have been .to cite the company's refining margin 
and then to derive the list price. In any case, whether or not such 
an inference can be taken from the St. Lawrence exhibit, the conclusion 
is supported by statements submitted to the Board after the public hear- 
ing by officers of Canadian sugar refining companies. 


Thus, price leadership by the largest refining company of the 
industry would appear to exist in the Canadian market. The situation 
would appear to bé a specific instance of the general case described by 
the Director of Investigation and Research under the Combines Investi- 
gation Act, in his annual report for the year ended March 31, 1965. On 
that occasion, the Director reported: 


"In a market characterized by a homogeneous product 
and relatively few firms, any difference in the prices at 
which the firms regularly sell the product can only be 
temporary unless some unusual factor is present. In this 
type of market a price reduction by one seller will normally 
be followed by a price reduction on the part of other sellers 
and unless industry sales have expanded significantly each 
firm will usually retain its original share of the market at 
a lower margin of profit. For this reason, sellers in such 
a market tend to avoid any action which would result in such 
instability and, as long as the price structure is not dis- 
turbed by others, they are reluctant to make any price con- 
cession that may be detected by their competitors. Rather, 
a seller in this type of market tends to assume that if all 
sellers quote’ list prices, and factors).other than price 
create no preference, he is just as likely as any of his 
competitors: to receive the business; or a share’or 107 at 
Jiste prices: | 
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Sugar is, of course, a classic example of a homogeneous 
product. Granulated white sugar does not lend itself to any kind of 
product differentiation, as between one manufacturer's product and 
that of others as, for example, by an advertising program. "Sugar is 
sugar" and the uniformity of the output of different refiners is a 
virtually guaranteed requirement of the definition of the Department 
of National Health and Welfare that the principal product of all 
companies, granulated white sugar, should be composed, to the extent 
or e7].c percent’ of the! total weight of the product, of 4 single 
chemically-—defined ingredient, sucrose. 


The formulae used by Canadian refiners consist of two prin- 
cipal parts: in the first they convert the London Daily Price (c.i.f. 
London) to the corresponding cost, stored in warehouse at Montreal, 
for a quantity of raw sugar required to yield 100 pounds of refined 
sugar; in the second they add the refiner's margin per 100 pounds of 
refined sugar, to the figure which has been obtained in the first step. 
tne end result or the first part of the calculation will be almost 
identical no matter which refinery makes it. The only detail which is 
different in. any refiner's calculations is that pertaining to the ad- 
ditional costs of handling and discharge of raw sugar from the ship 
into the warehouse. In the St. Lawrence calculation this cost was 
given as six cents per hundredweight, a relatively low figure; the 
public ©. & D.. calculation allows 13 cents for these additional costs. 
The difference between the six cents of the St. Lawrence formula and 
the 13¢ of the public CG. & D. formula is of small significance relative 
to the total cost of raw sugar c.i.f. Montreal, $5.75 per hundredweight, 
in early January of 1971. For convenience, the Board's calculations 
include the discharge expenses in the refiner's margin. 


It is the second part of the calculation, in which the 
refiner's margin is added, which is significant. The St. Lawrence 
formula results in a margin of $2.983 per hundredweight of refined 
sugar using 98° raws, and the public C. & D. formula in a margin of 
$2.96 using 97.5° raws. This margin, the difference between the dis- 
counted list price of refined sugar, f.o.b. Montreal refinery, and the 
cost of an equivalent amount of raw sugar c.i.f. Montreal, provides 
for all of the expenses incurred in producing and distributing refined 
sugar, as well as for the profits of the refinery. Presumably, this 
actual margin is different for each refinery unless each has identical 
c.i.f. costs of raw sugar. Yet, as the preceding analysis has indicated, 
each of the eastern cane sugar refineries faces a market situation which 
makes it expedient for them to follow a pricing policy which assumes an 
identical refiner's margin for all refineries. In such a situation, 
profits should reflect the differences in efficiency and related factors 
which, in other industries, would also be apparent in price competition. 


The Board has not received completely satisfactory answers to 
its questions as to the constancy of the refiner's margin, and the 
reasons for the establishment of the margin at any particular level, at 
any particular time. It is clear, of course, that the margin will mean 
one thing to a price leader, and something else to price followers. 
Presumably, a price leader, for whom the margin is a constant only in 
the short term, must continually examine his processing costs and, when 
these change, is faced with the choice of maintaining the existing 
margin or changing it so as to maintain some pre-determined level of 
profitability. Price followers, who derive their margin by subtracting 
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their laid-down cost of raw sugar from the prevailing list prices, 
will accept the margin; to them the margin will represent the level 
below which they must hold their fixed and variable costs, in order 
to operate at a profit. 


If, for instance; one of the price followers’ was able*to 
incorporate cost-saving innovations into the refining process, innova- 
tions which were not simultaneously incorporated into the processes 
of the price leader, the savings represented by the innovation would 
accrue entirely to the price follower as extra profits, rather than 
being passed on to the refinery's customers in the form of lower sugar 
prices. Because prices are taken as given, they are not likely to be 
affected by such changes in processing costs unless the innovation is 
adopted by the price leader and results in a change in his refining 
marein, or! isGineorporated inte’ the precesSes or Olher rel mers end 
results in rejection of the price leader and increased price competi- 
LaLOns 


The refiner's margin, as calculated by St. Lawrence in its 
Exhibit 2.1, was $2.913 per hundred pounds of refined sugar on 
January 16, 1970; C. & D. submitted that its margin, on October 1, 
1969, was $2.83 per hundred pounds. (Vol. 1 ga oy 115) The difference 
of about eight cents per hundred pounds of refined sugar is explained 
mainly by the cost attributed to transferring raw sugar from the ship's 
hold into storage. Both figures exclude discharge expenses; had they 
been included in the margin the refiner's margin for St. Lawrence 
would have been $2.98 and for C. & D., $2.96. 


To ascertain how a Canadian refinery, other than C. & D., 
might go about calculating a list price using the approximate refiner's 
margin derived from another refinery's calculation and the list price 
which might be issued by that refinery, the Board used the 5t. Lawrence 
pricing formula but included discharge expenses in the margin. For 
December 1970, the LDP was assumed to be £44-0-0 (the approximate 
average LDP for December 1970, for 96° raw sugar per long ton, c.i.f. 
U.K.) and for January 4, 1971 the LDP was the actual for that day, 
£15; in both cases the freight cost from the Caribbean to the U.K. was 
taken as £4-10-0, the actual freight-cost component of the LDP, 
announced by the Price Committee, in London, for January 4, 1971. For 
convenience, the value of the £U.K. was taken as $Can. 2.44 the approx- 
imate rate in December, 1970 and January 1971. The list price of 
refined sugar, in December 1970, f.o.b. Montreal, was taken as $9.45 
per LOO pounds, the list price in effect» during most “ol that month; 
the list price which would correspond with the LDP of £45-0-O per long 
ton was that which came into effect on January 6th, 1971, at Montreal. 
The following calculations are based on the above assumptions. 
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December 1970 January 4, 1971 
LDP per long ton £44-0-0 £1,5-0-0 
LDP in Canadian $ SelO'7. 236 $ 109.80 
dollars per 100 pounds 

LDP per 100 lbs. 4.793 4.902 
Less 30% of Carib.-U.K. 

freight ray 4.646 sey 755 
Add jog share oP preference FSO «(50 
96° sugar c.i.f. Montreal 5.396 5.505 
Pol. premium on 98° sugar mae arr 
Add B.P. duty on 98° sugar ole, SOF 
Raw sugar, c.i.f. Montreal aioey ht 5.966 
Raw converted to 100 lbs. 

refined (x 1.042) 6.100 Peay, 
List price Montreal 9.45 9.60 
Less 2% cash discount 189 9.261 Balley 9.408 
Refiner's margin SPalsal Crea 


It is obvious that anyone can duplicate the above calculation 
from data which is available to the public. Ina refinery, this type 
of calculation would be made daily, using the appropriate public infor- 
mation respecting the LDP, the freight component of the LDP, the cur- 
rent exchange rate and so on. The LDP, on January 4, 1971, reflected 
a sharp rise in raw sugar prices and on that day each refiner could 
calculate that the cost of an amount of raw sugar required to produce 
100 pounds of refined sugar, based on the LDP of that day, was $6.22 
exclusive of discharge expenses. Knowing that the margin that had been 
derived from a recent list price (December 1970) was $3.161, this 
amount would be added to the $6.22, indicating a discounted list price 
of $9.38 per hundredweight. Because the $9.38 already takes account 
of the two per cent cash discount, the corresponding list price, before 
the discount, would be $9.57, a change of 12¢ a hundredweight from the 
previous list price. Because the change is more than ten cents per 
hundredweight from the previous list price, it would be known by all 
that a new list would be issued; rounding this figure to the nearest 
five cents above $9.57 would result in a list price of $9.60 per 
hundredweight, the list price which came into effect, in Montreal, on 
January 6, 1971. 


Thus, each refinery in Canada, using its own confidential 
formula and taking the LDP for any particular day, can calculate with- 
in very narrow limits the corresponding base point list price of 
refined sugar and, simultaneously, the approximate list price which 
would be calculated by every other Canadian refinery. Moreover, 
because it is the custom to_issue new list prices only when a change 
of ten cents per 100 pounds, up or down, is involved, and also because 
the new list prices are customarily rounded to the next nearest five 
eents, it is hardly surprising that the list prices of eastern refiners 
tend to be identical and that changes in list prices are almost invari- 
ably made by all eastern refiners on the same day. The following table 
shows the changes in list prices issued by the major eastern refiners 
between November 1970 and late January 1971. 
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Table (23 “ Changésvin-Fublashedoliso Prices of hefined 
Sugar, in 10@ 1b. Paper Bags, ize; pont real, 
Issued by Major Cane Sugar Refineries Located 


Fast of Manitoba, November 1970 to January 1971 


Date Price List Price Issued on Date Shown 
List Effective (Ue ot. Lawrence Atanas 


$ per cwt. in 100 lb. paper bags 


L970 

Nov. 6 9.40 9.40 9.40 
val 9.30 9730 9.30 
IA O15 QELS ells 
20 9585 O30 9635 
e3 9.45 Oa 9.15 
30 9.25 9.35 O05 

Dec. 30 Gail Onh aD 

Uae gad 

Jar. .6 9.60 9.60 9.60 
th 9.90 9.90 9.90 
18 LOSS bOL3s LOe3s 
19 Wu Ore Oars Low, 
20 9.95 9.95 9.95 
al Oe LO PORRG LOL 


Source: Price lists issued by companies 


The refiner'ts margin, calculated as discussed in the preced- 
ing text, would be very close to the average actual margin, for refined 
sugar which was sold at the list price less cash discount. However, 
although a large proportion of the raw sugar purchased by Canadian 
refiners is priced on the basis of the prevailing LDP, with adjustments 
as described, the actual price, c.i.f. Canadian port, may vary slightly. 
To the extent that refiners are able to obtain raw sugar more cheaply 
than is indicated by the calculations, their refining margin will be 
larger; the price of raw sugar c.i.f. Montreal, as calculated, would 
represent a maximum price in most transactions. Also, the yield of 
96 pounds of refined sugar from 100 pounds of 98° raws, used in the 
calculations, probably understates the actual yield and, therefore, 
also the margin. Canadian refiners who produce soft sugars would 
obtain a significantly larger yield than indicated with a correspond- 
ing effect on the margin. 


On the other hand, it must be kept in mind that the discoun- 
ted list price represents the maximum return to the refinery for 
granulated sugar. As noted elsewhere, sales of sugar for industrial 
use are currently nearly 60 per cent of the total sales and some part 
of these sales would be subject to quantity discounts from the list 
prices. Sales in large quantities, for example, to chain stores may 
also be subject to discounts from the list prices. Thus, although the 
refiner'ts margin, as derived in the preceding computations, is a useful 
measure for comparisons over time or between different regions or 
countries, it is not a precise measure of the sum of costs and profits. 
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THE NOMINAL REFINER'S MARGIN 


The "refiner's margin" or more correctly, the nominal 
"yefiner's margin", can be derived in a variety of ways. As calcu- 
lated in the preceding section, it would be an approximate measure, 
in dollars, per hundredweight of refined sugar, of the amount avail- 
able to a refiner to pay all fixed and variable costs, other than the 
Gosueo! —awsSugar;sandeter proiaits.. lf such a calculation is used. in 
making comparisons between refineries or between the refining indus- 
tries of different countries, the actual average polarizations of the 
raw sugars must be known, their cost c.i.f. refinery, their yield of 
refined sugar and the actual sales value of this refined product. 
Because such data are generally not available, other methods of calcu- 
lating a nominal refiner's margin are widely used, in order to make 
appro imate, though not. precise, comparisons. . Differences ain the 
magnitude of sthe:margin may reflect differences in efficiency, profits, 
market competition, tariff protection, or a combination of these 
factors. 


The U.S. Department of Agriculture (U.S.D.A.) publishes a 
refiner'ts margin which, like other such calculations, avoids the neces- 
sity of making assumptions regarding the actual average polarization 
of the raw sugars used; it is understood that this calculation is 
actually prepared by Lamborn & Company, Inc. The method is given 
below, as published for the calendar year 1969. 


UL8, scenbe per 1b, 


Raw sugar 96°, c.i.f. basis New York Valen 
Average duty paid eres 
Raw sugar, duty paid, c.i.f. New York (Mt: 
Refined cane sugar, net cash, New York, 100 lb. bags 10.692 
Refiners' theoretical margin 2.943 


Source: U.S.D.A., Sugar Statistics, and related data, Statistical 
Bulletin No. 293 


The calculation reports the difference in value, at New York, 
between 100 pounds of refined sugar and 100 pounds of raw sugar, duty 
paid. No attempt is made to take account of the fact that 100 pounds 
of 96° raw sugar will yield less than 100 pounds of refined sugar; 
this results in a wider margin but does not affect the usefulness of 
the calculation for the purpose of examining changes in the magnitude 
of the margin over time. A weekly report published by another large, 
New York, sugar brokerage company, B.W. Dyer & Company, includes a 
similar calculation on a regular basis. 


The methods used by the U.S. brokerage companies result in 
a wider margin than the formulae used by Canadian refineries in deriv- 
ing their list prices from the LDP, but the similarity in*approach is 
apparent. The most important difference in methodology is that the 
U.S. calculations take no account of the fact that it requires more 
than 100 pounds of raw sugar to produce 100 pounds of refined sugar. 
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In this section the U.S. method of calculating the nominal 
refinerts margin has been modified to take account of the yield of 
refined sugar from 96° raws and is taken to be the difference between 
the net cash list price of refined sugar f.o.b. refinery and the cost 
of an equivalent amount of 96° raw sugar, Crl.fs retinery, duty para. 
By allowing for the approximate additional quantity of 96> raw sugar 
required to produce 100 pounds of refined sugar the calculated margins 
correspond more closely to those which would be used in the list-price 
formulae of Canadian refiners; by using 96° raw sugar as the basis for 
the calculations, the need for making assumptions about the average 
polarizations of the raw sugars actually used, is avoided. The calcu- 
lations assume that 107 pounds of 96° raws are required to produce 100 
pounds of refined sugar. 


The refiners’ margins in Canada, the U.S.A. and Britain 
were compared for the period 1961 to 1970; the refiner's margin in 
Britain is that which applies to sugar for the home trade; the 
British margin on export sugar was substantially lower. The Canadian 
margin is based on Montreal, the U.S.A. margin on New York. The 
results of the calculations are presented below. 


Table 24: Comparison of Refinerst Margins in Canada, 


the U.S.A. and Britain, 1961-70 


Canada UeSce. Britain Amt. Canada Over: 


(Montreal ) (New York) (London) U pete e Britain 


- dollars per 100 pounds - 


1961 Seles L977 ae tent 518) 
1962 Papert Ae LO oO ls £33 AG) 
1963 Seek Mage Shrubs: -.36 46 
1964, en eel> hea ral 20 8h 
1965 ee 2A bok e206 ott 
1966 Lae 250 ote opal .60 
1967 2.69 2:26 age ay ay ag 
1968 2.90 2.26 2.0L 64 .86 
1969 550) eA) Lae paral 505 
1970 es 2.69 2.08 , 238 99 
By Quarters 
1969 lst 2.93 uae 1393 Re 1700 
end Peres fi Bao ieee ay iat Lass 
3rd 3209 2.82 2.02 ‘27 107 
4th 2.99 Bite Is07 eg 1802 
LO70. Ls Ba Obs Paras 2.09 oley 25 
end 5.07 270) pes) 46 oh 
ard 3.06 2.66 1v97 wee 1.09 
Gh ret DUE 2.89 he9g Ree ioe 


Source: Various published data 
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During the ten-year period covered by the calculations the 
Canadian margin was substantially higher than the British home trade 
margin in every year. Relative to the margin in the U.S.A., the 
Canadian margin was higher in eight of the ten years; it was lower 
than that in the U.S.A. only in 1963 and 1964. Although the table 
shows summaries by quarters for 1969 and 1970, the margin was 
actually calculated on a monthly basis for those two years. In the 
24 months so calculated the Canadian margin was higher than those in 
the U.S.A. and Britain in 23 and 24 months, respectively; it was 
slightly lower than the U.S. margin only in July 1969 when the U.S. 
margin was higher by three cents per 100 pounds. 


Table 24 indicates that the Canadian margin has increased 
substantially during the decade of the 1960's, but that the refiners? 
margins in the U.S.A. and Britain showed no particular trend. 

Although the U.S. margin appears to have been increasing in the latest 
two years, the British refiner's margin was the same in recent years 
as it was ten years earlier. In fact, British refiners have under- 
taken to limit their average margin on home trade granulated sugar in 
112-pound paper sacks to an amount which was changed, on January 1, 
1971, to £16.566 per long ton, or approximately $1.80 per 100 pounds 
at May 1971 rates of exchange. 


The period 1961-65 was unusual with respect to supplies and 
prices of sugar. U.S. refiners were adjusting to procurement of raw 
sugar supplies from countries other than Cuba in 1961, and 1963 and 
1964 were years of unusually high world prices for raw sugar. In this 
period the Canadian refiner's margin increased by less than that in 
the U.S.A. but by substantially more, in percentage terms, than that 
in Britain, although it was already considerably higher than the 
British margin in 1961. Between 1965 and 1970, the Canadian and U.S. 
refiners' margins both increased, but the British margin showed very 
little change. 


The difference in the size of the Canadian refiner's margin 
relative to those of other countries represents the additional cost 
to Canadian purchasers resulting from either the larger costs of 
Canadian refiners or their greater profits, per 100 pounds of refined 
sugar. The approximate total additional cost to Canadian purchasers 
can be calculated by applying the differences to the total shipments 
of refined sugar. 


In recent years, total shipments of granulated cane sugar 

have been about 13.4 million hundredweight annually and this figure was 
probably not significantly different in 1970, when the Canadian refiner's 
margin exceeded that of the U.S.A. by 38¢, and that of Britain by 99¢ a 
hundredweight. Applying these differences to the total shipments sug- 
gests an additional total charge to Canadian purchasers of $5,092, 000 
relative to U.S. refiners and of $13,266,000 relative to British refin- 
ers, for similar quantities of refined sugar. As noted, this relative 
Toverpayment' could be the result of higher costs, higher profits, or 

a combination of both. However, the persistence of a larger margin is 
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possible only where the market in which the larger margin occurs is 
protected by institutional factors within that market, the rates of 
duty on refined sugar, costs of transportation from sources of compet-— 
itive supplies, or as the result of a combination of these factors. 


In Britain, the refiner's margin became subject to an under- 
taking given, in 1956, to the then Chancellor of the Exchequer, by 
Tate & Lyle Limited, the dominant refiner in that country; it is 
apparent, from the reports of the British Sugar Board, that the 
margins in Britain are under constant review to ensure that the com- 
mitment to the British Government is observed. In part, this may 
explain the low level of the British refiner's margin relative to 
those of the U.S.A. and Canada. 


On April 7, 1971, the undertaking by Tate and Lyle was 
extended to cover bulk deliveries and the company undertook to limit 
its average margin on home trade granulated sugar in 112-pound paper 
sacks, for any immediately preceding period of 12 months, to £16.566 
per ton, about $1.80 per 100 pounds in Canadian funds, in May 1971. 


In general terms, Tate & Lyle undertook to change the com- 
pany's margin in direct relation to certain indicators of costs, 
including the seasonally adjusted index of earnings of all employees 
in all industries and services,the wholesale price indexes for coal, 
for materials used in mechanical engineering and for multi-ply paper 
sacks for food; it is to vary inversely with changes in the contract 
price of molasses. The margin is to be calculated by subtracting from 
the discounted list price per hundredweight of refined sugar (to 
buyers of 1,000 ton lots) the cost per hundredweight of raw sugar of 
98° polarization, plus surcharge (or less distribution payment), plus 
duty, if any, and allowing for a yield of 95.6 per cent from the 98° 
raw sugar; generally, this was the method used in the preceding table. 


In the U.S.A., there is no control over the margin nor any 
undertaking by refiners regarding it. Apparently, it is assumed that 
the operation of competitive forces in the market will provide the 
protection for the consumer that the Tate & Lyle undertaking was 
designed to achieve. The letter from Tate & Lyle to Mr. MacMillan, 
the Chancellor of the Exchequer on December 6, 1956, states in part: 


"The combined effect will be that home consumption will be 
satisfied ... largely at prices which will be higher than 
so-called world prices. This fact alone makes it important 
that refiners should allay any fears which the public or 
Parliament may hold that the United Kingdom consumer can be 
exploited by British refiners." 


It is apparent from the data that the validity of the margins 
rests on the comparability of the actual and calculated costs of raw 
sugar and on the actual and calculated unit returns for refined sugar. 
Therefore, comparisons were made of these data for the Canadian market 
using only the three Montreal refineries, because all of the calcula- 
tions were based on Montreal. 
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Table 25: Comparison of Actual and Computed Costs of Raw 
Sugar and Returns at Plant from Refined Sugar, 


Average of Montreal Refineries, 1965-69 


Cost of Raw Sugar Price of Granulated Sugar 
G,i.14 Monvreal, Duty Paid f.o.b. Refinery, Montreal 
Computed Comput ed 
Computed ‘®) actuar(>)- Actual Pov ed aces (een 
$ per 100 lbs. $ per 100 lbs. 
1965 2960 4.03 -0.23 6.69 (oes -0.89 
1966 ce es Boren: -0.22 On25 6.38 -0.13 
1967 3.64 3.48 +0,16 6.49 ope -0.10 
1968 ery 220 -0,04 6.55 6.91 0.36 
1969 4.90 bee 70. 8,12 2.00 0%, LO 


(a) Based on adjustments to LDP and converted to 98° polarization 

(b) Includes unloading cost varying from about 6¢ to 13¢ per 100 lbs. 
(c) List price of granulated fine sugar less 2% discount 

(d) Unit value of shipments. 


Source: Various publications 


From 1965 to 1969, the computed cost of raw sugar was very 
close to the actual cost and, apart from 1965, the computed return 
from refined sugar was a fairly accurate reflection of the actual 
return, although the computed return was lower than the actual return, 
except in 1969. Thus, it seems reasonable to conclude that the costs 
and returns used in calculating the Montreal refiners' margins reflect 
the actual average costs and gross returns fairly accurately and that 
the refiners' margins, as calculated, tend to understate the average 
Margins of Montreal refiners, in most years, 


A comparison of the actual weighted average margin of the 
Montreal refineries with the margin derived from the LDP and list 
prices indicates that in four of the five years the actual margin was 
significantly larger than the calculated margin. Thus, large as the 
Canadian refiners nominal margin appears to be in comparison with 
those of the U.S.A. and Britain, their actual margin is even larger 
and the differences given previously appear to be understated. 


Although refiners establish list prices on a fairly uniform 
basis and are able to calculate the approximate refiner's margin that 
any other refiner may use in his pricing formula, the actual margin 
which any refiner will achieve depends on his costs of raw sugar and 
returns of the refinery. Therefore, the margins of individual refin- 
eries were examined to establish what differences, if any, existed. 
The results are given below, for the period 1965-69. To avoid viola- 
tion of confidentiality the data are presented in the general order of 
the magnitude of the margin during the period covered, that is, the 
company with generally the highest margin is given first and so on. 
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Table 26: Comparison of Actual Refinerst Margins of Canadian 


Cane Refineries on Granulated Sugar, 1965-69 


1965 1966 1967 1968 1969 
wtd, average margin in $ per 100 lbs. 

Go. A Sern 3,08 3.62 ae Bee 
Cowen Zoe a Ls ee 3.00) hie 
Con o Sle 2.96 Beh ces 3.94 
Go, -0 Selo Pea Vee 3405 Goyal Brees 
CG, Sg ae 2.96 ae ole. ep ailite eee 
Cork ie maha Dia td pie eee 
Total Canada 3.2). oo 3,32 3333 3.03. 
Montreal refineries 3,38 eel 2.98 3.26 3.28 
Other refineries Sal 5402 wid 3.09 3.89 


Note: Computed by deducting from unit value of shipments of granu- 
lated cane sugar, the cost to each refinery of an equivalent 
amount of raw cane sugar, as indicated by the weighted average 
polarization of raws purchased 


Although the first two companies, in terms of general size 
of margin (A and B) tend to be near the top of the group in this 
respect during most of the five years, 1965-69, and companies E and F 
tend to be near the bottom, individual company rankings are not con- 
sistent in all years. In general, certain companies tend to have 
larger margins than others and the companies with larger margins are 
more likely to be in locations other than av Montreal. 


The comparison of the actual margins of the three Montreal 
refineries with those of the three other refineries indicates that the 
average margin of the refineries at Vancouver, Toronto and Saint John, 
taken together, is usually larger than that of the Montreal refineries. 
In four of the five years the average margin of the other refineries 
was higher than that of the Montreal refineries. 


the Vancouver retinery and, to a Lesser €xtent, Vic one aa 
Toronto, are insulated from the competition.of other Canadian refiner— 
ies by costs of overland transportation into their principal market 
areas, oOhipping statistics and other public information indicate that 
the Saint John refinery has a substantially larger output than that of 
any other in Canada and that it operates at a higher percentage of its 
désipgned capacity; this may bé Yet lected in _ lower costseariaing ounsor 
economies of scale and utilization. Also, the Saint John refinery has 
lower wage rates and incurs lower costs of ocean iréight on deliveries 
of raw sugar; these factors could have a significant effect on its 
costs and profits, However, whatever the reasons, the average margin 
of these ‘three refineries. taken together, JS silent icanuly niener, 
in Four of the five years given in the “table, 


A significant feature of the preceding table, is the range 
of the magnitude of the margins of individual companies in specific 
years; the “ranges are shown below Logether with ‘the dil tereice.. 


73 


1965 1966 1967 1968 1969 

$ per 100 lbs. of refined sugar 
Highest margin 3.7h Bde De BTS 4.72 
Lowest margin a he Zane nO) Dn ew de 
Difference 095 apeale Hamp AG £36 Ge 
% difference Seat 3h.9 38.6 ae 52.3 


The margin is the amount per 100 pounds of refined sugar 
which is available to a refinery to cover all fixed and operating 
costs, as well as profits. Differences in the size of the margin of 
individual refineries reflect differences in levels of costs, of 
profits, or of both and it would be most unusual if they did not exist. 
However, their size suggests unusually large differences in levels of 
costs and profits for an industry which has seen no failures for 
decades and two entrants in fairly recent years. 


In a competitive market, where profit margins were small, 
the high cost companies would probably incur substantial losses in 
some years; such a situation might develop as a result of competition 
for the market supplied by the three Montreal refineries and the one at 
Saint John. For the Vancouver refinery potential imports provide the 
only competition; within the limitations that they impose on prices, 
this refinery could incur both high costs and high profit margins. 
Costs of transportation also insulate the Toronto refinery from the 
competition of other refineries, though to a lesser extent than the 
Vancouver plant and the Toronto plant could also have relatively high 
costs and profit margins even if other refiners competed in its prin- 
cipal market area. The profits of the Canadian refineries will be 
examined later; their costs are analysed in the following paragraphs. 


In the preceding discussion, the refiner's margin was com- 
pubed from the costs of raw sugar and the returns to refineries from 
granulated cane sugar; in the following, the refiner's margin is 
examined in relation to the total returns of the refineries from the 
varie. von Cane sugariproducts. which they sell, Therefore, the 
refiner's margin was recalculated taking into account shipments of all 
‘cane sugar products; sufficient detail for these calculations is avail- 
able only since 1966. 


Table 27: Comparison of Refiners' Margins on All Refined 
Cane Sugar Products with Margins Based on 


Granulated Cane Sugar, 1966-69 


1966 1967 1968 
$ per 100 1b. refined product 


e 
O~ 
NO 


Basis All Products 


Montreal Refineries Beoo pee) opie Sauk 

Others Sle: Te S258 jhe Oy) 

Canada Oe 3.6 She 3.80 
Basis Granulated Cane Sugar 

Montreal Refineries 2.64 2.98 3.26 3.28 

Others 3.02 ord 3.39 3.89 

Canada aes Bee 3.33 3.63 


Source: DBS 


7h 


As the table indicates, the margins of all refiners are 
larger when all products are taken into account than when only granu- 
lated sugar is the basis of the calculations. However, the margins 
of the refineries located elsewhere than at Montreal continue to be 
substantially larger than those of the Montreal refineries. The data 
continue to indicate substantial regional differences and suggest 
large differences between individual refineries with respect to costs 
and profits. 


The regional differences, noted previously, are also evident 
in the operating cost comparisons. The three refineries mot located 
at Montreal, taken together, have substantially higher average 
refiners' margins than the three Montreal refineries and they also 
have significantly lower average operating costs. 


| The picture, which emerges from the preceding analysis, is 

of an industry whose refiners' margins are considerably higher than 
those of the two countries with which they were compared. This sug- 
gests a relatively high level of protection afforded by the Customs 
Tariff, by non-tariff barriers (specifications of what may be sold as 
"sugar", for example), by insulation from competitive supplies because 
of high costs of transportation (the nearest potential suppliers are 
Cuba and Mexico because Canada cannot import refined sugar from the 
U.SsA. under the terms of the International Sugar Agreement), by 
institutional factors, (the retail market demand is for particular 
kinds and sizes of package) or some combination of these. 


The magnitude of the costs, returns, the refiner's margin 
and profits, within the Canadian market, shows wide variations in all 
of the factors examined both between regions and, more particularly, 
between individual refineries even when operating in a more-or-less 
homogeneous market area. Also, the analysis indicated that certain 
refineries were generally high-cost (but not necessarily low-profit) 
and certain others generally had low costs. Usually, such differences 
would be expected to lead to financial losses and, eventually, to 
business failures or mergers; this is not the case with respect to 
Canadian cane refineries and, in fact, two new plants have been estab-— 
lished, in approximately the past decade, in spite of the obvious over- 
capacity of the industry to supply the domestic market demand, virtu- 
ally the only outlet for the industry's output. 


The above situation suggests a lack of competition between 
domestic refineries. As noted, this could readily occur in certain’ 
market situations simply because the best interests of each of the 
companies would be served by following essentially non-competitive 
policies. To a degree, the differences between performances of 
individual refineries are attributable to the insulating effect of 
costs of overland transportation from potential domestic competitors 
to certain major market areas. The system of pricing by forma, in 
conjunction with basing-point prices and freight equalization, could 
contribute to rigidity of margins as well as to permanent price dif- 
ferences in different areas. 
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Financial Performance of Sugar Refiners 


In what follows, the financial performance of the sugar 
refining industry is compared with that of other domestic industries. 
All of the comparisons are based on DBS data. Although the DBS 
figures for the sugar refining industry are slightly different from 
those submitted to the Board in confidence and relating only to sugar 
refining operations, their use results in no significant differences 
in results and avoids problems of confidentiality. 


The comparisons include food industries which are not 
capital intensive as well as others which, like sugar refining, are 
capital intensive. Two measures were used to establish the capital 
intensiveness of sugar refining and the other selected industries: 
wages and salaries as a percentage of the total value added, and the 
ratio of depreciation to wages and salaries. The preliminary analysis 
indicated that sugar refining was much more capital intensive than the 
other food industries but less so than petroleum refining, although 
much closer to the latter. The comparisons given below include the 
dairy products industry, a relatively capital intensive food industry; 
they also include the tobacco products and petroleum refining indus- 
tries. The sugar refining industry is more capital intensive than the 
tobacco products industry, but less so than the petroleum refinin 
industry. : 


Table 28: Financial Performance of Sugar Refineries 
Relative to Other Selected Industries, 1966-68 
iocae 
Dairy Tovaly ~Tobaeieco Petroleum Sugar Manufac- 
Products Food Products Refiners Refiners turing 
Profits (2) as % of Sales 
1966 Ba f leek, 9.0 9.7 20.8 8.0 
1967 ayn as 9.9 9.4 19.8 6.7 
1968 3.6 3.6 9.4 L2s0 18.9 Leo 
Profits (2) as % of Total Assets 
1966 8.9 925 LORS ily es ey) 8.8 
1967 si7 6.6 10.3 6.7 iS att 
1968 9.0 Teo Oot is he 6 8.0 
Profits(®) as % of Equity Plus L.T.‘>) Debt 
1966 eed 153k alsa Oe Peer b eo. 
1967 Lia HBSS: 19.4 9.0 eee? tee 
1968 152 12. Mere 10:6 16.9 6 
Profits(2) as % of Shareholders Equity 

1966 1536 18.0 ed rs ie 26.6 16.9 
1967 dy ae 136 7 19.6 Oe ee WENA ¢ 
1968 Le as: 9 Le ZZ 2053 16.1 


(a) Before income tax 


(b) Long-term 


Source: 


Derived from DBs data 
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The ratios by which the financial performance of the various 
industries are measured are widely accepted. As the table indicates, 
the sugar refining industry ratios are among the highest in every 
year for which data are available. The performance of the sugar 
refining industry also exceeds that of the average of all manufactur- 
ing industries with respect to each of the four indicators given in 
the table, by a wide margin. 


In general, the financial data are in accord with the over- 
all impressions given by the preceding analysis of the refiner's 
margin. Profits of the sugar refining industry as a per cent of 
sales tend to be high for an industry selling a large volume, undif- 
ferentiated, relatively low-cost product. The rate of return on the 
shareholders' equity is also high, as is the rate of return on share- 
holderst equity plus net long-term debt. The former is a measure of 
the return on the shareholders! investment in the sugar refining 
companies, inclusive of retained earnings and other undistributed 
surplus; the latter measures the rate of return on the total capital 
invested in the companies, whether on the part of shareholders or 
others. 


Considering the variability of unit costs, returns, margins 
and profits, between regions and companies, significant differences 
between the financial returns of individual companies could also be 
expected. This is confirmed by an examination of the public, annual 
reports to shareholders of three companies: Atlantic Sugar, Canada 
and Dominion, and British Columbia Sugar Refinery; the reports of 
these three companies cover four of the six cane refineries and, 
considering the less-than-average size of Cartier, probably account 
for about 75 per cent of Canadian cane sugar production. However, in 
spite of the differences, .the annualereporus toi seach of *Uhesiirec 
companies show substantial profits in almost every year since 1960 
and nor lesses. 


ee 
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IMPORTS AND EXPORTS OF REFINED SUGAR 


Neither imports nor exports of refined sugar have been a 
significant market factor in Canada since at least the second world 
war. Canada has a regular, but relatively small, export trade in 
refined sugar mainly with countries in the Caribbean, to supply the 
requirements of these countries in respect of their tourist trade. 
The imports are even smaller in most years. Imports tend to increase 
when world prices of sugar are high. In the eleven years, 1960 to 
1970, exports have been substantially larger than imports in every 
year (see table 9). 


Imports of Refined Sugar 


Imports of refined cane and beet sugar are usually small and 
have not exceeded 0.3 per cent of Canadian consumption in any year 
since 1965, the first year in which they were reported separately. 
Prior to 1965, the statistics included imports of refined sugar with 
those of a large number of other sugars and syrups, such as invert 
sugar, dextrose, maltose, glucose syrup, dried corn syrup and several 
others. However, even when the figures of broader coverage in the 
years preceding 1965 are used, the picture changes very little. In 
the past 20 years (1951-70) imports have exceeded one perycentio1 
Canadian consumption in only five years and have been one-half per 
cent or less, of consumption, in 14 years. 


Britain and the U.S.A. have been the only regular suppliers 
of refined sugar to the Canadian market; most of the other imports 
consisted of small occasional shipments from a number of other 
countries. During the 1950ts there were also some relatively large 
imports from Cuba and Mexico. Cuban exports to Canada were fairly 
Deregeninaeuwosyears, 1952%and 1953. Imports from Mexieo were larger 
Lidieisueal -inetour years, 1955 to 1958, inclusive, but were of:a 
substantial volume in only one year, 1957. 


Imports exceeded one per cent of Canadian consumption in 
1951, 1952, 1953, 1957 and 1964; they exceeded two per cent in only 
one year, 1952, when they were 2.4 per cent of consumption. World 
prices were unusually high in three of the five years, 1951, 195/ and 
1964 and this probably accounted for the higher-than-usual imports in 
those years. A very large proportion of the world's trade in sugar is 
under special arrangements, the free market being a residual market 
where prices are subject to wide fluctuations. As a result Canadian 
costs of raw sugar rise disproportionately when world supplies are 
short and the resulting very high prices of refined sugar tend to 
attract imports. 
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Table 29: Imports of. Refined Sugar, (2) 1951-70 


Britain UeocAy Mexico Cuba Total 
Annual - million pounds - 
Averages 
1951-55 * 
1956-60 Opal 
1961-65 nf 
1966-70 pee 


lek: a Pekee? 19 
Tee ~ 8 
0. seth Alling 

3 


By Years 
1965 5 ae 
1966 ae, 
1967 6.0 
1968 bin L 
1969 Ook 
1970 a 


(a) Prior to 1965 includes several sugars and sugar products other 
than refined cane and beet sugar 


Source: DBS, Cat. No. 65-007 


Canadian prices of refined sugar were unusually high in four 
of the five years during which imports were relatively high. In the 
other year, 1953, most of the imports were entered by May’ and, as. the 
following quotation explains, involved factors other than those of a 
purely commercial nature. 


The Restrictive Trade Practices Commission (RTPC) Report 
Concerning the Sugar Industry in Eastern Canada (No. 4) noted that: 


"... in 1951 the price of raw sugars went very high and then 
dropped off sharply ... the two Montreal refiners gfe pb 
and St. ees, required SLoCks .2. belore View ceeecr 
navigation ... and consequently were forced to put these 
sugars into their warehouses before the cheaper, new crop 
raws, could be obtained. 


"Karly in 1952 the situation was, therefore, that the 
Montreal refiners still had some high price raw sugars to 
sell as refined and the world price of raws was substantially 
lower than the cost to the refiners of these raws.... 


"In February 1952, Cuban refined sugar was offered in 
Newfoundland and Ontario. This sugar was sold in 100 lb. 
bags of granulated sugar ... Cuban refined was being offered 
Jin London, Ontario/ at $9.40 per 100 lbs., compared with 
$10.04 per 100 lbs. for the Canadian product. 


"With Montreal as a basing point Canadian refined sold 
in Ontario at the Montreal price plus the cost of freight. 
Thus as the location of the sugar buyer became the more 
remote from Montreal the ... price went up and the market 
became more attractive to outsiders ... 


@ 


"Harly in 1953 the Cubans undertook not to export 
refined sugar into the beet sugar areas in Canada if there 
were direct purchases of raw sugar from Cuba by Canadian 
refiners ... imports were greatly reduced in June, 1953 
and remained small for the rest of the year." (p. 205, 
20620210) 


Refined sugar is imported into Canada only in bags of 
approximately 100 pounds, according to the evidence of refiners. 
Imports are only for industrial use because of the problems of pack- 
aging, distribution and other services involved with sugar for the 
retail trade. Consequently, the markets for imports of refined sugar 
would be mainly in Ontario and Quebec and, because of the cost of 
‘overland freight, other markets close to seaports. For example, it 
was said, at the public hearing, that nine million of the 12 million 
pounds imported from Britain in 1967 and 1968 had been for sale to a 
manufacturer in Halifax. (Vol. 8, p. 1331) 


’ The industrial market for sugar has been growing steadily 
and currently accounts for about 60 per cent of Canadian consumption. 
in 1970, this market was of the order of 1.3 billion pounds, of which 
an estimated one billion was for granulated white sugar. Although a 
substantial part of this one billion pounds was presumably used by 
soft drink manufacturers, canners, confectioners and others, at some 
distance from seaports, it is apparent that a considerable amount 
could also be subject to the competition of foreign refined sugar if 
the imported product could be laid down at Canadian destinations at 
prices which would attract Canadian buyers. 


The B.P. countries which have a substantial refining industry 
capable of producing sugars of a quality comparable with that of the 
Canadian refining industry are Australia, New Zealand, South Africa, 
owaZiland and Britain. It appears to be the policy of the raw sugar 
exporting countries not to export refined sugar to markets to which 
they supply raw sugar. The South African representative told the 
Board that his country would not dream of exporting refined sugar to 
Canada while it was selling raw sugar here. (Vol. 8, p. 1212) The 
Australian representative, a senior officer of the Colonial Sugar 
Refining Company, speaking for the refining industry in Australia went 
further: he assured the Board that not only would Australian refin- 
eries refrain from exporting to Canada while Australian raws were sold 
here, but so too would the New Zealand refinery in which the Colonial 
Sugar Refining Company has a financial interest. (Vol. 3, p. 412) 

The representative of the Swaziland industry took the same position 
(Vol. 7, p. 1175) as also did the spokesman for Cuba (Vol. 8, p. 1281, 
128). The vice-chairman of Tate and Lyle said his company had little 
excess capacity and that with high freight rates on refined sugar and 
expensive port charges he "would not have thought we would often be 
competitive in the Canadian market." (Vol. 8, p. 1306) 


From the above it appears that, at present, the most prob- 
able source of B.P. refined sugar is the United Kingdom, but that any 
substantial competition from imports of refined sugar is likely to 
originate in M.F.N. countries, particularly in Europe. 
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In ofder to assess how competitive imported refined sugar 
might be, in respect of price, information was obtained regarding 
the laid-down cost of British sugar, using a containerized vessel. 
The containers are of metal and packed with 300 to 400 bags of 
50 kg. (about 110 pounds), of refined granulated sugar; containers 
shipped to Canada have been packed to contain about 153 long tons or 
approximately 316 bags. The Board was informed that the loading of 
the bags into the containers can be a difficult operation but that 
experience in this respect is very variable. The details of the 
calculation are given below, using the British home trade price less 
surcharge. This price is for sugar in 112-pound paper bags, approx- 
imately the same size of package as, was shipped to Canada. 


aw t OOTUSTY se eee 
1970* LOVL 
£ per Long ton 
British home trade price less 2% 69.09 eve 
Surcharge 16.40 2.00 
Discounted list, less surcharge 52.69 70.618 
$ per 100 lb. 
Discounted list, less surcharge 6.070 7.680 
Freight and insurance desde L256 
Special discount on container 148 ~ 
Wharfage at Montreal ALG AE OLS 
B.P. duty 1.090 1.090 
Cost f.o.b. Montreal 8.487 10.169 
Canadian list price at Montreal 
less 2% alah 9.898 
Canadian advantage 953 Al 


As the above figures indicate, British sugar could not 
compete at Montreal unless discounted below the home trade price. 
However, the disadvantage of the British exporter would be greater 
than they suggest. Larger purchasers, who have railway sidings, 
would usually be able to have orders of the amounts packed in a 
container delivered at the list price. Delivery of a container would 
add about 11.5 cents per 100 pounds to the cost of the imported sugar, 
and a similar cost may be incurred in Britain to deliver a container 
alongside ship, increasing the total Canadian advantage very substan- 
tially. It is noteworthy that the cost of freight and insurance 
affords Canadian refiners substantially more protection than the B.P. 
duty on refined sugar. 


At the public hearing, there were many references to poten- 
tial competition from Cuba. Cuba produces high quality refined sugar 
which it has exported to Canada, although not in recent years. The 
Cuban spokesman claimed his country could produce refined sugar with 
a refiner's margin of only 60 U.S. cents per 100 pounds, about 64.4 
cents in Canadian funds in January of 1970. With so small a margin 
Cuban refined sugar would be very cheap, indeed; in 1970, this margin 
compares with an average refiner's margin of $3.04 at Montreal, $2.69 
at New York and $2.08 at London. 
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Further investigations suggested that a margin, between the 
cost of raw sugar and the price of refined, of about $1.00 per 100 
pounds or slightly less, could be achieved by a refinery which was 
adjacent to a raw sugar mill and received hot liquid raw sugar as a 
raw material and not the granulated raw sugar which is ordinarily 
used. However, such a margin would obtain only during the harvest 
period, or for about six months of the year; in the other six months 
of the year, the refinery would either be closed down or would use 
granulated raw sugar with a consequential substantial increase in 
costs. It would be uneconomic to use the refinery only six months 
because the capital cost involved is high and a lower average cost 
would result from its operation at as near capacity as possible, the 
year round. On a year-round basis the margin might be at least 
double the figures cited by the Cuban spokesman, even if no allowance 
is made for profit. In is report on eastern refiners, the Restric- 
tive Trade Practices Commission reproduces a calculation made in 1952 
by the then president of C. & D. which shows a Cuban refinerts margin 
of $1.00 per 100 pounds, at that time. (RTPC No. 4, p. 88) 


One of the lowest refinerst margins in the world is that of 
the British sugar refining industry. As indicated in the section on 
"The Refiner's Margin", it has been approximately $2.00 per 100 pounds 
in recent years and has been as low as $1.75 per 100 pounds. In the 
following calculations, the laid-down cost of Cuban refined sugar at 
Montreal is estimated using some of the figures given by the Cuban 
spokesman, some given by others at the public hearing and some acquired 
after the hearing. Two calculations have been made, one of which uses 
the very low refiner's margin of the Cuban spokesman and the other, 
using the relatively low British margin of $2.00 per 100 pounds of 
refined sugar. It is assumed that 107 pounds of 96° raws are required 
to, produce 100 pounds of refined sugar. 


January 19°70 


With Margin With Margin 
of $.644 of $2.00 
E pertLoos Lbs 
BOSt 01910741 bes,)096 “raws, in “Cuba ilies ere 
‘Refiner's margin 64k 2.00 
Bags and bagging(a) byte 226 
Freight ties 483 
Duty : 1,89 Le69 
Cost f.o.b. Montreal (0) aren 8.36 
Buyer's costs at Montreal «tO 40 
! yeas 8.76 
Canadian list price at Montreal less 2% 8.09 8.09 
Canadian advantage (+) or disadvantage (-) -.68 +.67 


(a) Cost of bags in Canada, Vol. 8, p. 1285 
(b) Includes estimated costs of terminal charges and delivery from 
dockside 


As noted, the Cuban margin appears to be unrealistically low 
but even using this very small refining margin, Cuban sugar would be 
no great bargain to a Canadian user who would be accepting the risk of 
a decline in price between the time of purchase and delivery and would 
be buying a relatively large amount of sugar to make the transaction 
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worthwhile. On purchases of large quantities, Canadian refiners | 
would probably allow a discount of more than two per cent from the 
list price; the two per cent discount applies to the smallest pur- 
chases. The estimates of local charges, at Montreal, are probably 
fairly close to actual costs but they exclude additional probable 
costs, such as storage, handling and financing. However, the apparent 
advantage of Canadian refiners, even if a refinerts margin as low as 
that of Britain is usedsin the calculationsy te clear irom the ‘data. 


Other calculations could be made but they would add little 
to the illustrations given above, It is apparent from the available 
information that the effect of the rates of duty on refined: sugar and 
the distance of Canadian markets from potential suppliers provide 
Canadian refiners with considerable protection, The size of the 
Canadian refinerts margin, the relatively high returns which they 
obtain fairly consistently, the excess capacity of the industry (suf- 
ficient to accommodate Canadian requirements for the next fifteen 
years, inC. & D.'s brief), and the extremely large proportion of 
Canadian consumption which they regularly supply, all tend to confirm 
this. 


At the public hearing it was frequently asserted that the 
product of the Canadian refineries was of a high degree of purity and 
that many other countries would have difficulty in competing on 
quality. (Vol. 1, p.300) This did not appear to have allayed fears 
of competition from abroad, even from refined sugar of reputedly 
lower quality. (Vol. 5, p. 656) While non-membership in the Inter- 
national Sugar Organization is a bar to certain potential foreign 
suppliers, such as Hong Kong (Vol. 5, p. 677), the refiners found 
little re-assurance in this fact owing to the speed with which a 
country could become a signatory of the Agreement. 


However, as the estimated price analyses for the projected 
imports of refined sugar from the United Kingdom and Cuba show, with 
the present tariff structure’ imports of, refined sugar would be, at 
best, only a marginally profitable enterprise. It is likely to remain 
so unless raw sugar could be obtained at less than world prices, 

While this would be by no means impossible in view of the surpluses of 
low-priced beet sugar occasionally offered by European countries, in 
general, the Anti-dumping Act would preclude refined sugar made from 
such, raws being offered at below the "normal value't in the country 

of origin of such sugar, when imported in significant quantities. 


The Anti-dumping Act is very detailed in its provisions 
regarding the determination of dumping and related matters and provides 
many safeguards against the dumping of goods in Canada. However, 
Canadian refiners expressed concern in respect of those sections of the 
Act which deal with material injury. Section 4 of the Act provides 
that: 


" 4. There shall be.levied, collected and paid upon all 
dumped goods entered into Canada 


(a) in respect of which the Tribunal has made an 
order or finding, after the entry of the goods, that 
the dumping of the goods or of goods of the same 
description 
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(i) has caused material injury to the production 
in Canada of like goods, or 


(ii) would have caused material injury to such 
production except for the fact. that provisional 
duty was applied in respect of the goods, and 


(b) that were entered provisionally into Canada 
during the period commencing on the day that the 
Deputy Minister made a preliminary determination 

Of Uuipine in respect of the goods or of goods of 
the same description and ending on the day the order 
or finding referred to in paragraph (a) was made 

by the Tribunal, 


an anti-dumping duty in an amount equal to the margin of 
dumping of the entered goods but not exceeding the pro- 
visional ‘duty, if any, ‘payable in respect of the goods." 


sections 3 and 5 also deal with material injury. 


Although, the Anti-dumping Act has not been used extensively 
since it came into force, the above quotation, together with many 
other provisions of the Act, suggest that Canadian refiners would 
probably be adequately protected against dumping. The products which 
they manutacture are clearly specified in the regulations under the 
Food and Drugs Act and are not subject to differentiation with res- 
pect Go design or application which, in other products, could create 
difficulties in establishing whether dumping had actually occurred, 
The requirements of the.Act, that dumping has caused material injury, 
or would have caused material injury, would seem to be a reasonable 
protection for exporters to Canada and Canadian consumers. 


The Canadian refiner enjoys a large element of natural pro- 
tection inherent in the geography of the country, involving, as it 
does, particularly heavy overland costs of transportation relative to 
the low value of the product. However, the impact of foreign com- 
petition would be uneven and some of the refiners would be more vul— 
nerable than others, Nevertheless, it would appear that the Canadian 
sugar refiner probably has more to fear from competition from sugar 
substitutes than from imported refined sugar. 


However, a good deal of the protection against imports of 
refined sugar arises out of such factors as the assurance of conti- 
nuing supplies, the availability of contracts with fixed prices over 
a period of time, rapid delivery of a variety of granulated and liquid 
sugar products, the availability of credit terms and technical advice, 
and many other services. The comments of various refiners and others, 
in respect of services and marketing arrangements, which are important 
to customers but difficult to quantify, are given below. 


"From our customers viewpoint, it can be shown that 
consistency of quality in the desired grists and 
packages would be difficult, if not impossible, to 
obtain on an ongoing basis from sources outside 
Canada. 


x 8h 


"Tt must be understood that Canadians are accustomed 
to standards of quality and service not available in most 
other, parts.or the world.) (Vole Ip. 172) 


Uwe. an the bottling industry, Torfansvance, no tanyesurar 
can be used, They have limits on yeast and bacteria content, 
In the canning industry they have limits on bacteria content 


because it affects their process ... and we guarantee these 
Limits, * (Volinee Dp. 595) 


"QO, ... if sugar of your degree of purity ... is necessary 
to industrial users ... how does it come that Canadians 
find imported products of sugar apparently tolerable ...? 


"A, We dontt think that any Canadian importer is interested 
in the risk involved unless there is a considerable 
éost Saving. !" Vol, Spr fee) 


"Q. Presumably this efficient distribution system and tHe 
closeness they are to their customers gives the domestic 
refiner an added advantage in excess, perhaps, of the 
duty -- in addition to the duty over other countries? 


"A. Yes, 1 would think this its "a Tair svatemen® Yo, and iis 
is a valuable asset that Canadian refiners have vis-a-vis 
foreign suppliers because the customer does not have to 
finance storages and inventories and he is assured of 
Quality. “Vol eyo eee8) 


The president of Atlantic Sugar stated: 


"If this market / Canada_/ was going to be served by imported 
refined sugar ... you would have to have packages-—- sorts... 
of which the market has grown accustomed. ... you,also must 
produce, particularly for certain industrial sugar usera, 
that quality to which they have become accustomed. You must 
establish depots, ~You* can't bring this stulf over in one ton 
lots. You need boat loads, You got to put that some place 
into storage, You get into a distribution problem, you get 
into. 4 selling problem... you want to be laarly certain ichar 
market was there for some time to come before you gave up 
that nice raw sugar trade that has been steady and your 
money is on the barrel head." (Vol. 4, p. 561) 


The spokesman for St. Lawrence noted: 


mw eee Lheré was mention or ithetsavinegs in bulk” laguade... 
we should point out that ... if he buys his sugar in bulk 
he gets it at twenty-five cents (25) under the cost of the 
same sugar in a hundred pound bag." (Vol. 8, p. 1391) 
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The spokesman for South Africa said: 


"We would not dream of PUccing ..) relined sugar into 
Canada ... the cost would probably be uneconomic ... 

it is transportation, freight costs, but above all sir, 
it is packaging and we believe that the refiners on the 
spot know exactly what their ... customers want ..." 
(Vole pee ele. 1213) 


A senior officer of Tate and Lyle, commented that: 


“With regard to the possible volume of British refined 
sugar for exports to Canada ... with freight rates on 
the refined, and expensive ports I would not have 
thought we would often be competitive in the Canadian 
Market." (Vol. 8, p. 1306) 


The Canadian Industrial Sugar Users said: 


"We are strongly of the opinion — there now exists - more 
than adequate built-in protection for the Canadian Sugar 
Refining Industry. 


MNot only because of their very efficient distribution 
system; their ability to make fast deliveries allowing in- 
dustrial users to carry exceptionally small inventories; 
Ciemrecbeunareiiiey scan deliver dry, bulk or liquid Sugar at 
savings of twenty-five to thirty cents per hundred pounds ... 
but, in addition, because of the high degree of customer 
service they provide, the wide choiee of grades that they 
make available, the fact that they can supply quality un- 
surpassed in the world and the technical assistance that 
they now afford industry, which is extremely valuable. 

There is no question that the Industrial Sugar Users probably 
would pay quite a premium to deal with Canadian based 
Poureceson wsunmien gett Vol. 8; pe. 1326, 1327) 


roporvus of Refined cougar 


Although Canada is a net exporter of refined sugar, total 
exports are small in relation to production, about two per cent of 
output. Exports of refined sugar are widely dispersed. Regular 
exports are mainly to the Caribbean area and this trade has been 
growing steadily over the past decade; in 1970, Commonwealth 
Caribbean countries and the Netherlands Antilles, together, accounted 
for more than 85 per cent of Canadian exports of refined sugar. 

Other regular importers of Canadian refined sugar have been the 
United States, Britain, St. Pierre and Miquelon and a large number of 
islands in the south Pacific Ocean, but the quantities involved are 
very small. Occasional shipments have been made to a large number 

of other countries, including Belgium, West Germany, Spain, Iraq, 
Egypt, South Africa, Tunisia, Japan, Viet-Nam, Mexico and El Salvador. 
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Table 30 : Canadian orts of Refined Sugar, 1960-70 


ae eee Average 
60- 


Destination Abe) 3 1964-67 1968 1969 19°70 
- million pounds - 

B.P. Caribbean Bue shay. 15°77 18.8 EOE RY 
Netherlands Antilles ists phe, 1336 6.9 seal 
St. Pierre & Miquelon ae Oey he Oe O53 
United Kingdom Ape 1.26 10 Oud: apa 
United States 6.7 Lire Gas OoF Oe 
South Pacific Region ae On 0.4 0.6 OA 
All Others 20.4 eel Va 4.9 AS 

Total 38.6 36 od) h8.1 B23 30.0 


Source: DBS, Cat. No. 65-004 


The growth of exports to the Caribbean area, for the most 
part, reflects the increasing tourist trade there and the consequent 
larger requirements of a higher quality refined sugar than is ob- 
tainable from local sources, Exports of soft sugars are an important 
part of the sales to the United Kingdom, The very occasional, but 
sometimes relatively large, shipments to other countries appear to be 
in response to special situations, 
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IMPORTS OF RAW SUGAR 


Apart from the annual production of about 266 million pounds 
of beet sugar, almost all of the Canadian consumption of more than two 
billion pounds of refined sugar per year is produced from imported raw 
cane sugar. Imports of refined sugar are almost negligible and are 
usually less than 4 of one per cent of Canadian consumption; exports 
are also relatively small. A summary of the relevant data is given in 
the following table. 


; Table 31: Apparent Consumption of Refined Sugar, Selected 


Years, 1955-69 


Production Apparent Consumption (2) 
Cane Beet Imports Exports Total Per Person 
- million pounds - ili GLDS « Lbs. 

ew nee E!s Pat bs Gee Aes a rey UD ie 
1959 Lad ah eer AS 1.4 LL, 662 Seine 
1964 de ee Dey at fees vO Nee J Bis 99.2 
1965 ee) Si ey eel 1, 961 99.8 
1966 L767 289 3.0 336 Os Ak Que 
1967 Dalila 02 6,0 bes. ely 100.3 
1968 SOG,  2L0 Gels seta! 2514195 LOU? 
1969 1,899 ele Deo BANG 2,096 99.5 
1970 2,000 ees deus BOKO Pap Rey 10046 


(a) Takes account of changes in inventories 


Source: DBS, Cat. No. 32-222, 65-007 


During the five years, 1965-69, production of refined cane 
sugar has averaged 1.8 billion pounds per year, all of which was pro- 
duced from imported raw cane sugar; average annual imports of raw 
sugar, in this period, were 1.9 billion pounds valued at $52.9 million. 
From time to time Canada has imported relatively small quantities of 
raw beet sugar from Europe, but such imports have been intermittent. 
Although the quantity of raw sugar imported does not vary greatly from 
year to year, the value is subject to considerable fluctuation, reflec- 
ting the volatility of world sugar prices. For example, in 1962 
Canada imported 1.7 billion pounds of raw sugar, valued at $56.9 
million and with an average value of 3.4¢ a pound; in 1963, as a 
result of world shortages of raw sugar, prices rose spectacularly and 
Canadian imports in that year, of 1.6 billion pounds, were valued at 
$126.7 million, more than twice as much as in 1962 and had an average 
Value of /.// cents.a, pound. 


Since 1968, Canada has been the fourth largest net importer 
of sugar in the world and, in 1969, accounted for 6.3 per cent of the 
total world net imports. Canada ranks after the U.S.A., Japan and the 
United Kingdom as a net importer of raw sugar; the U.S.S.R. imports 
more raw sugar than. Canada in most years, but also exports very large 
quantities of sugar, thus reducing its net imports very considerably. 
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Table 32: Net Imports of Sugar, Selected Importing 
Countries, 1965-69 a 


1965 1966 1967 1968 1969 


=_ thousand tons - 


U.S.A. h, 025 Lghow 4, 801 5.129 h, 885 
U.K. Dee 2 1072 alls 2,106 ouean 
Japan Oday Lies L637 LOLS 2,286 
Upeee oie gues 750 nLAnikg 325 (a) 
Canada 7 Sie 1,001. 974 wt, OBE 
Switzerland 289 258 282 51 Oils 209 
Finland fies ToL 19h 183 216 
Norway 197 194 LoL 215 182 
Sweden fe 138 139 146 82 
sub-total above TW abs 10, 800 11, 984 Tee 11,175 
World Total(b) era 16,376 18,219 17,608 17,125 
% Canada of . per cent 

World Total bee Dao Se eS) ee) 


(a) Net export 


(b) World net imports less world total internal movements 


Source: International Sugar Organization, Sugar Year Book, 1969 


Canada's importance as an importer of free market sugar is 
greatly understated in the preceding table. As noted in other parts 
of this report, a’ large proportion of the world's trade in sugar is 
subject to the provisions of various international agreements and 
other arrangements such as the Commonwealth Sugar Agreement, the U.S. 
Sugar Act, the Common Agricultural Policy of the E.E.C. countries and 
the arrangements by which the U.S.S.R. purchases Cuban sugar; in 1969, 
combined exports committed under the U.S. Sugar Act quotas and under 
the Commonwealth Sugar Agreement's Negotiated Price Quotas, alone, 
accounted for Lo per cent of the world's net exports in that year. 
Thus, if account is taken of the commitments under international 
arrangements respecting sugar, Canada is the world's second largest 
importer of free market sugar, after Japan, and accounts for a sub- 
stantial proportion of free market sales. 


Exports under the special arrangements, cited above, are not 
chargeable against the_Basic Export Quotas under the International 
Sugar Agreement, which, in 1970, totalled 5.7 million metric tons. 
Therefore, the 5.7 million metric tons constituted the free market 
export quotas permitted member countries under the Agreement. If 
average free market exports by countries which are neither signatories 
of the International Sugar Agreement nor involved in special arrange- 
ments with other importing countries were added to this total, it 
would not change appreciably. Thus, it would appear that about six 
million metric tons out of the total world net exports of sugar, of 
17 to 18 million metric tons annually, are the exports of free market 
sugar. Because only one-third of world exports are of free market 
sugar, the free market is a residual market. 
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Almost all special arrangements provide for commitments on 
ethe part of the gxporters to supply sugar to their importing partners 
except in unusual circumstances, and for the importers to purchase 
specified amounts each year at prices which are substantially higher 
than free world market prices in most years. As a result, changes in 
total world supplies have a relatively small effect on supplies 
purchased under special arrangements and an even smaller effect on 
the prices, but variations in world supplies have an exaggerated 
effect on the free market totals and, consequently, on free market 
prices, therefore, free market. supplies and prices fluctuate very 
much more than supplies and prices in the special arrangement markets. 


Origin of imports 


More than 90 per cent of Canadian imports of raw sugar 
originates in countries entitled to British Preferential rates of 
duty; the remaining seven to nine per cent is imported mainly from 
M.F.N. suppliers in the Caribbean area.. A large part of the M.F.N. 
raw sugar is imported in order to accommodate industrial users who 
expect to claim drawback of the duty on sugar when sugar-containing 
products are exported. 


In the immediate post-war period, 1945-49, only 60 per cent 
of Ganada's imports of raw sugar originated in B.P. countries and, in 
1948, sugar from preferential sources fell to as little as 40 per cent 
of the total. However, Commonwealth suppliers quickly recovered their 
pre-war position in the Canadian market and, in the five-year period, 
1950-54, accounted for 85 per cent of raw sugar imports. In each of 
the past six years imports from B.P. countries have been 89 per cent 
or more of total imports. . 


Table 33: Average Annual Imports of Raw Sugar from B.P. 
and MF.N. Suppliers, 1945-/0 


Period Origin of Imports Total % BP. 
or Year Bobs M.F.N. Imports of Total. 
~ thousand tons ~ 
1945-49 SiG 207 ore) 60.4 
1950-5h 56 90 601 85.0 
1955-59 592 120 (Ae: Boek 
1960-64, FAS 56 Sees 92.8 
1965-69 86h, 8h 948 PU | 
1965 $ S21 95 916 89.6 
1966 760 91 851 89.3 
1967 892 89 981 90.9 
1968 890 58 948 93.9 
1969 eee: 86 sg 0) oly 
1970 93 103 1,046 90.2 


Source: Derived from DBS, Cat. No. 65-007 
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Imports from M.F.N. Countries 


Imports of raw sugar from M.F.N. countries reached a peak 
immediately after World War II and then declined to a more normal 
level in the 1950's, when they averaged about 105,000 tons annually. 
Cuba was the principal M.F.N. supplier in the immediate post-war years 
with almost 55 per cent of total M.F.N. imports and the Dominican 
Republic supplied almost all of the remainder. In recent years, Cuba 
has been by far the largest M.F.N. supplier, accounting for 84 per 
cent of M.F.N. imports; the Dominican Republic and Mexico have 
accounted for three and four per cent, respectively, of total supplies 
of M.F.N. raw sugar. Apart from occasional years. when special market 
situations arise, Canadian imports of raw sugar from M.F.N.. countries 
currently average about 85,000 to 90,000 tons per year. 


Imports from British Preferential Countries 


As noted, imports of raw sugar from British Preferential 
countries account for 90 per cent or more of Canada's total imports 
of raw sugar. In the five-year period, 1965-69, these imports aver- 
aged about 864,000 tons annually and varied from a low of 760,000 
tons in 1966 to a high of 957,000 tons in 1969. As shown by the five- 
year averages given in the preceding table, average imports from B.P. 
suppliers have increased in each period. However, although total B.P. 
imports have increased regularly, the distribution of these imports by 
country of origin has changed very greatly in the past 25 years, 
especially in the past decade. 


In the period, 1945-49, the Commonwealth Caribbean countries 
provided three quarters of the British Preferential imports of raw 
sugar; Fiji, the only other regular, B.P. supplier, anetiic pensod: 
supplied 15 per cent of the total; the remaining 10 per cent was from 
Australia (eight per cent) and Mauritius (two per cent). However, 
although the average volume of imports from the Commonwealth Caribbean 
remained very stable at about 300,000 tons per year in the 15-year 
period, 1950-64, there was a steady decline in the share of the 
Canadian market supplied by these countries; by the five-year period, 
1960-64, they supplied only 42 per cent of Canadian imports of B.P. 
sugar. JIn the most recent five-year period, 1965-69, the volume of 
Commonwealth Caribbean exports to Canada declined to an average of 
215,000 tons of raw sugar per year, only 25 per cent of total B.P. 
imports and, in 1969, amounted to only 111,000 tons, approximately 12 
per cent of the total; imports in 1970 fell to a post-war low of 
53,000. tons, about. sixapen- cent. of thess.P, seotadc 


Until 1959, the continually expanding Canadian market for 
raw sugar was supplied by increased imports mainly from Australia and 
Mauritius; since 1960, imports from the Republic of South Africa have 
become a major part of Canadian supplies of B.P. raw sugar. Imports 
from Fiji have also increased in recent years and, in some years, 
imports from India have been a significant part of Canadian supplies. 
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Table 34: Imports of British Preferential Raw Sugar, 
by Origin, Five-Year Averages, 1945-69 


Origin 
of Imports 1945-49 1950-54 1955-59 1960-64 1965-69 
- thousand tons, average per year - 
Caribbean(@) 237.6 cua?) 300.2 300.2 ah 
Australia HRs: 80.9 135.6 165.6 167.6 
Fiji 48.5 61.5 be Pie er fies 
Mauritius Se BD st 93.8 HFSS 123.6 
India - ~ - Lh. 7 Dow 
at i gat) - £3 2.9 bOs3 26 ee 
Total \© SUG SF A053 592.0 (AUN 863.6 
= per cent of total B.P. imports - 
Caribbean(2) eer: bid Ou? 42.0 24.9 
Australia fen 15.6 22.9 23.2 TS 
pte al 15 125.60 LO) Sieh soy. 
Mauritius Loy 10.6 he he, TOV 418 
India ~ = = 6.3 eo 
ee arrica”) 2 0.3 aoe Soh aes 


(a) Commonwealth Caribbean; includes Bahamas, Barbados, Guyana, 
Jamaica, British Honduras, Leeward & Windward Islands, Trinidad & 
Tobago 

(b) Includes Swaziland and Uganda but originates mainly in the Republic 
of South Africa 

(c) For the years 1963-66 includes imports from Rhodesia 


Source: Derived from DBS, Cat. No. 65-007 


An examination of the preceding table indicates the 
changes in the origin of Canadian imports of raw sugar from B.P. sup- 
pliers over the past 25 years. To a degree, the 1965-69 averages 
obscure the growing importance of supplies from the Republic of South 
Africa and Australia and the rapidly declining relative importance of 
Commonwealth Caribbean supplies. Production in the latter group of 
countries has not increased in the past decade and some recent crops 
have been of less than average size, largely as a result of unfavourable 
growing conditions; this partly explains the decline in their exports 
to Canada, In addition, annual exports by B.P. Caribbean countries are 
limited to 245,000 tons under the Basic Export Quotas of the Inter- 
national Sugar Agreement and this would be the maximum quantity which 
they could ordinarily export to Canada. However, it is clear from the 
table that, even if Commonwealth Caribbean exports to Canada regained 
their former level of about 300,000 tons annually, an extremely unlikely 
eventuality, these supplies would account for only one-third of Canada's 
current requirements of British Preferential raw sugar and the remain- 
ing two-thirds would have to be obtained mainly from Africa and 
Australia. The following table shows the recently developing situation 
more clearly. 


1965 
1966 
1967 
1968 
1969 
Loe 


1965 
1966 
1967 
1968 
1969 
1970 
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Table 35: Imports of British Preferential Raw Sugar, 
by Origin, 1965-70 


Caribbean Australia je yak Mauritius India 
- thousand tons - 


Aled Lied iy, 10h.) pierre 
203 20 ule ry” ier vie: 5Ove 
ZA DSS: Mb AZ 8h..5 Se, 66.1, 
192.4 T5925 OA 139 ian 
LO, allie sib A Pe - 
52.9 COLL 68.9 180.6 64.9 
- per cent of total B.P. imports - 
ber, 130 10,0 Tea] ae 
ATS) se) ory ae (oh 
ee Loh Tee bee Teh 
21.6 Lsfesy (20 Meri; 1) 
Tse A ae Ca 230u4 - 
eis ens (Oe: 19.2 6.9 


(a) Includes Swaziland and Uganda but is mainly from Republic of South 
Africa 


Source: DBS, Cat. No. 65-007 


30 per cent of the total Canadian imports under the B.P. Tariff; 


As the table indicates, imports from African countries, 
mainly the Republic of South Africa, currently account for at least 


combined imports from Australia and Fiji account for somewhat more 
than one-third of the total. More than one-half of the remaining one- 
third of the total originates in Mauritius, and the balance in the 
Commonwealth Caribbean and India. 


year in the future, unless production in these countries expands very 


Exports to Canada by the Commonwealth Caribbean countries 
were unusually low in both 1969 and 1970, but it is unlikely that 
their exports to Canada will again regularly exceed 200,000 tons per 


substantially or unless their status under the Commonwealth Sugar 
Agreement or the U.S. Sugar Act changes very significantly and makes 


sales to Canada more attractive, on a continuing basis, than sales of 
N.P.Q. sugar to Britain or sales of U.S. Sugar Act quota sugar to the 


Usells 
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Table 36: Exports by Commonwealth Caribbean Countries‘) 
Under Negotiated Price Quotas and U.S. Sugar 


Act Quotas and Exports to Canada, 1960-69 


Nees Quota 
Exports Ug Exports Available 
eroducthion: “NePsOs0 bolUSKs Oiote eto: UlS yA. for Can, (») 

- thousand tons - 
1960 lye (0 ans wie 93 SB) Boy 
1961 1,429 ie ae 266 266 236 
1962 45360 WL fue 182 182 oe 

, 1963 1,473 77h 77h Is 143 Bug 

1964 1, 366 Si enw 148 148 259 
1965 LOL 835 835 abs. 19D 326 
1966 thy eal 835 835 190 190 201 
1967 Toon. 835 835 Loy 7 203 
1968-1, 454 835 835 23h 234 196 
1969 yen 835 835 25k oi) 72 


(a) Includes West Indies, Bahamas, Guyana, and British Honduras 
(b) Total exports less quota exports to U.K. and U.S.A. 


pource:” Derivec=trom U7S, 0D. A. Statistical Bulletin No. 293; Annual 
Reports of the U.K. Sugar Board; 1.5.0. Yearbooks 


Before Cuban sugar was prohibited from entering the U.S.A., 
in mid-1960, exports of raw sugar from Commonwealth Caribbean countries 
to the U.S.A. were very small and, except for a quota of 93,000 tons 
under the U.S. Sugar Act, sales by these countries to the U.S.A. were 
at world prices. Beginning in 1960, these countries were allotted 
substantial quotas under the Sugar Act which, by 1969, amounted to 
254,000 tons; as the preceding table shows, the quotas are invariably 
filled. In part this is because the returns from sales of quota sugar 
are usually higher than from sales at world market prices and, in part, 
because of the penalties for failing to meet quota obligations even 
when world prices exceed quota prices. The relatively high returns 
from sales of sugar to Britain under the Negotiated Price Quotas 
(N.P.Q.'s), also provide a strong attraction for Commonwealth Caribbean 
sugar; since 1960 N.P.Q.'s have been increased by 56,000 tons and now 
total 835,000 tons. As is clear from the table above, shortfalls in 
meeting N.P. Quotas hardly ever occur. 


Thus, since 1960, the Commonwealth Caribbean countries have 
increased their export commitments to the U.S.A. by 161,365 tons and 
to Britain by 56,000 tons. However, although they now have an assured 
market, at premium prices, for some 217,000 more tons of raw sugar 
than at the beginning of the decade, their production of sugar has not 
increased. Because raw sugar exported to Canada frequently brings a 
lower return than is available from sales of either N.P.Q. or U.S. 
quota sugar, it is inevitable that exports to the U.K. and the U.S.A. 
should receive priority over exports to Canada; that this has, in 
fact, been the case is obvious from the preceding table. 


oh 


In 1969, the N.P.Q.'s of these Caribbean countries amounted 
to 835,000 tons and final adjusted quotas under the U.S. Sugar Act, 
to 254,000 tons, for a total of 1,089,000 tons. Consumption of sugar 
in the B.P. Caribbean countries has been increasing since 1960 and, 
in 1969, reached 236,000 tons. If provision is made for maintenance 
of the inventories required under the International Sugar Agreement 
and for some further ifftreases in domestic consumption and quotas, an 
annual production of 1,350,000 seems to be about the minimum required 
before any sugar would be available for export to Canada. An annual 
production of 1,500,000 tons would provide for annual exports to 
Canada of only around 150,000 tons of sugar, 14 per cent of Canada's 
current imports; in the past decade such an output has been achieved 
only once, in 1965. Thus, it seems a reasonable conclusion that the 
Commonwealth Caribbean countries are unlikely to supply more than 10 
to 15 per cent of Canada's annual requirements of raw sugar in the 
near future; even this may be an optimistic estimate in the light of 
continually increasing Canadian requirements, unless their production 
increases substantially, or allotments under the N.P.Q.'s or U.S. 
Sugar Act quotas are reduced. 


In view of the foregoing, it is appropriate to examine the 
‘position of the other B.P. suppliers of the Canadian market, as poten- 
tial suppliers in the future. It is a basic assumption of the analysis 
which follows that sales of sugar under the N.P.Q.'s of the Common- 
wealth Sugar Agreement and of quota sugar under the U.S. Sugar Act will 
result in a higher return to exporters than sales of sugar to Canada at 
world market prices; it is also a basic part of the analysis that, 
apart from the sales under these special arrangements, exports to 
Canada will result in generally higher returns to B.P. suppliers than 
will sales to others. The latter assumption will be examined more 
closely, later in this section. 


Given the preceding assumptions, it follows that the amount 
of British Preferential raw sugar on which Canada can draw for supplies 
can be derived by subtracting the amounts exported under N.P.Q.'s and 
U.S. quotas, from the total exports of Canada's usual B.P. suppliers. 
The results of such calculations are shown in table 37. 


As the table indicates, in some years exports to Canada 
account for as much as 42 to 54 per cent of the total available supply 
of free market B.P. sugar; even in years like 1967, when free market 
supplies of B.P. sugar were unusually large, Canadian purchases 
accounted for 28 per cent of the total. The table also shows that 
only Australia and South Africa have sufficiently large amounts of 
free market sugar to supply Canada's future requirements. Exports to 
Canada already account for a large proportion of the free market sugar 
available from Fiji, Mauritius and the Commonwealth Caribbean; India's 
free market supplies are sometimes large, but are subject to very 
great fluctuations from year to year. e 


Thus, assuming no change in existing special arrangements or 
tariffs, it seems probable that Canadian supplies of British Prefer- 
ential raw sugar will originate, increasingly, in Australia and South 
Africa. These two areas supplied about 55 per cent of Canadian imports 
of BP. sugar, in Lo7G. 
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Table 37: Available Supplies of B.P. Free Market Raw Sugar 


and orts to Canada, Selected Years, 1960-6 
1960 1963 1965 1967 1969 
thousand tons 
Free Market Exports(a) 


poner. 0 359 31.9 326 203 72 
Australia SLi 698 689 lee e igs 
Rigi 101 99 131 172 172 
beunear as 14 abe ke 196 143 209 
Africa\¢ 182 658 53h 981 809 
India 20 LO9 162 135 7 

Tera) oP Tok 2,391 2,040 3,106 2,391 
Exports to Canada 

thousand tons 

Comm. Carib. (b) ovis 261 330 Late 99 
Australia 195 136 13h 185 188 
Sa pg lk 76 66 82 ae 86 
Mauritius 28 6h, 107 1,0 197 
Africa(c) 23 133 Ay 28h, 28h 
India a. _92 208 En? See 

Total 61,6 751 857 871 855 
Exports to Canada as % of Fach Sourcets Free Market Exports 

per cent 
Comm. Carib. (b) 90.4 Th. 9 100.0 100.0 100.0 
Australia Spiess: ro TO.) tone 16.8 
i eae hee 66.3 62.3 Tae 49.8 
Mauritius 100.0 85.5 Bho 28.4 94.3 
Africa(c) 1 20.3 OTA, 28.9 B51 
dinars, = CA alt birt) plelte: = 
54.3 3904. ee 28.0 35.7 


(a) Total exports less sum of exports to Britain under Negotiated 
Prices and to the U.S.A. under quotas allotted under the U.S. 
Sugar Act 

(b) Includes West Indies, Guyana, British Honduras and Bahamas 

(c) Mainly Republic of South Africa but includes Swaziland and very 
small amounts from other African B.P. countries 

Note: Exports to Canada sometimes exceed total free market exports, 

‘mainly because of lag between purchases by U.K. Sugar Board and 
actual shipments 


Source: Derived from I1.5.0., various publications; Annual Reports of 
the Woh, wouear board: U.o,D.A, statistical Bulletin <93 
4 
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Attraction of the Canadian Market 


In preceding sections of the report it has been stated 
that, apart from the returns available to exporters of British Prefer- 
ential raw sugar from sales under such special arrangements as the 
Negotiated Price Quotas of the Commonwealth Sugar Agreement and quotas 
allotted under the provisions of the U.S. Sugar Act, sales to Canada 
provide the highest return to B.P. exporters. This arises mainly from 
the "share of the preference" available to B.P. suppliers from sales 
to Canada, at present 75¢ per 100 pounds. In this section returns to 
B.P. producers from sales to a few selected destinations will be exam- 
ined in some detail. 


The International Sugar Agreement defines "free market" 
sugar as the total net imports of the world market, exclusive of sugar 
covered by the special arrangements of the N.P.Q.'s, imports from — 
Cuba by socialist countries, imports under the African and Malagasy 
Sugar Agreement, imports by the U.S.A. under the U.S. Sugar Act, 
imports from the U.5.5.R. by socialist countries and imports by other 
east African countries from Uganda. In more general terms, free 
market sugar is that which is traded outside of the special arrange- 
ments which usually involve guaranteed access under quotas at certain 
specified prices which are frequently higher than world free market 
prices. The International Sugar Organization's second estimate of 
world net imports of free market sugar, in 1970, was a total of approx- 
imately 9.5 million tons. Canada's imports are entirely or free: 
market sugar and, in 1970, amounted to 1,046,000 tons, 11 per cent of 
the world total; Japan's imports of free market sugar are currently 
nearly treble those of Canada and would have accounted for an addit- 
ional 30 per cent of free market exports. 


Many countries purchase large quantities of sugar under 
special arrangements; many others purchase free market sugar. Some 
comparisons can be made of the unit cost of raw sugar imported by 
countries which purchase under special arrangements and those which 
purchase in the free market, by calculating the average value of 
imports from the published statistics. However, comparisons with 
Canada and the U.S.A. are difficult because most countries report the 
value of imports c.i.f. country of destination while Canada and the 
U.S.A. report import values f.o.b. country of origin; moreover, such 
average values understate the prices paid under special arrangements. 
4n order to avoid these problems, some of the unit values of imports 
given in the following table are calculated by making appropriate 
adjustments to the relevant data. 


It is generally accepted that the prices of imports under 
the quotas of the U.S. Sugar Act are amongst the highest in the world 
and this is evident from the following table. Unit values of imports 
into Britain and the U.S.S.R. are also generally at higher than world 
prices. In contrast, imports by Sweden are at relatively very low 
unit values, sometimes at less than one-third the unit value of quota 
imports into the U.o.A. 


of 


Table 38: Raw Sugar: Unit Value of Imports, and Prices, 


cei.f. Selected Countries, 1963-69 


1963 1965 1967 1968 1969 
dollars per 100 pounds 
‘Imports Under 


Special 
Arrangements 
U.S.A. (a) 8.39 6.78 fies: (Pah 7.89 
Britain: 
N.P.Q. (b) 6.38 viele 6.93 PPe Se 6.08 
Other B.P.(c) 10.45 3.48 Bra 3.02 43 
Wee.6-Rstd) 6.67 LA? 1.65 64 _ 
Free Market Pe 
Imports 
Canada(e) O53 25k 3.36 een! 1.63 
Japan(d) 7.60 i3 Sees ory! Rae 
Sweden(d) ikl anee 2.30 ek 2.43 


aor Quota sugar, c.i.f. New York, excluding duty, converted to 98° 

(b) Prices paid to B.P. Caribbean countries, c.i.f. London converted 
to, 98° 

(c) Preferential margin of 3s/8.8d per 112 pounds added before con- 
version to 98° 

(d) Unit value of imports, c.i.f. destination; includes palate under 
special arrangements by U.S.S.R. 

(e) LDP c.i.f. Montreal, plus 75¢ preferential premium, converted to 
geo 


Source: Derived from World Trade Annual, U.N. Statistical Office; 
O.H.C.D. Statistics; U.N. Yearbook of International Trade 
otatistics, 1.5.0. Yearbooks 


The unit value of imports by Canada and Japan, the two 
largest purchasers of free market sugar in the world, fall between 
the two extremes. Neither pays the generally, relatively high prices 
. paid by the U.S.A. and Britain for sugar imported under quotas, nor, 
on the other hand, do they pay the very low prices, such as are paid 
by Sweden and others for free market sugar whose value is not arti- * 
ficially enhanced by tariff preferences or measures designed to pro- 
tect domestic beet sugar industries. It is noteworthy that in years 
when world supplies are short, free market prices are higher than 
prices under special arrangements. For example, the Negotiated Price 
of £'7.50 in effect in January 1971, to the less developed countries, 
was equivalent to a c.i.f. Montreal price of $5.46 for 96° sugar 
imported from Commonwealth Caribbean countries; the calculated cost 
of 96°, B.P. Caribbean sugar, c.i.f. Montreal, in mid-January, was 
$5.89, 43 cents higher, per 100 pounds. 


About 90 per cent of Canadian imports of raw cane sugar are 
of B.P) origin and, to most of Canada's usual B.P. suppliers, the 
major alternative markets for free market raws are Britain and Japan. 
Exports of free market sugar by these major B.P. suppliers to Britain, 
Canada and Japan are shown below. 
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Table 39: Distribution of Exports of Free Market Sugar 
to Britain, Canada and Japan, by Major B.P. 


Exporters, 1967 and 1969 


Free Exports To: _ @ of Free Exports To: 
Britain Canada Japan Others Britain Canada Japan 
‘OOO tons per cent 
1967 
Comm. Carib. - EMU OA - - - 100.0 - 
Australia 183.0.  TR5.e° 748.5. 35h. vee 12.6 50.9 
jigelty be? 9.1 fide LS oS hig yet ei, Lis6 oa 
Mauritius Pos hO.5 = aly ool 28.4 = 
3) Africa) 139.4. 7283.7 =10e.97 ThOTk Wee 26:9 8 17 
India 58.4 firs: = - h2.4 Se = 
Toad Boe ey B70. 7 2, ea Do (ue Lea! PAP Oy WPT ey. 73) 
1969 
Comm. Carib. - 99.4 - - ~ 100.0 - 
Australia Ol See Leelee. 27.6 ea) 1658, pal 350 
Pe a Cake 85.9 19.0 58.1 Soe hoes wa 
Mauritius ~ 197.3 - TZa0 ~ 94.3 ~ 
S. Wtricae) 197) “ices gu sees eee ie SC rag 8g 2 
India 6 - - Dials 220 = = 
Total 9.2 854.6 886.3 600.8 a Boal wD Le 


(a) Includes Swaziland and Uganda 


Source: Derived from 1.5.0. Yearbook, U.S.D.A. Statistical Bulletin 
No. 293, Annual Reports of the U.K. Sugar Board 


As the table shows, only Australia exports substantial quan- 
tities of free market sugar to countries other than Britain, Canada 
and Japan. The table also shows that the quantities that exporters 
ship to different destinations vary greatly from year to year. It is 
probable that these changes in the destinations of so-called, free 
market exports are largely the result of changes in returns to suppliers. 


The principal determinants of the returns to B.P. suppliers 
of the British, Japanese and Canadian markets are the relative costs 
of ocean freight and the additional return or premium above the LDP, 
arising from the margins of preferencein the Canadian and British rates 
of duty on sugar, and the higher freight cost paid by Japan because of 
its distance from the Caribbean, the "basing point" for world prices. 
Ocean freight rates vary continually and give rise-to different situa- 
tions from time to time; the margins of preference are specific in both 
the British and Canadian Customs Tariffs, but their relative value also 
changes as a result of fluctuations in exchange rates. In Britain, the 
premium received has always been equivalent to the total preferential 
margin, but the value of the Canadian preferential premium received by 
B.P. suppliers has been substantially larger from sales to Canada than 
from free market sales to Britain, for many years. In the past decade 
the preferential premium received from sales to Britain was highest in 
1963, when it was equivalent to approximately 50¢ per 100 pounds of 96° 
sugar; currently it is worth approximately Alg, or 34¢ a 100 pounds less 
than the 75¢ available from sales to Canada. 
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There is no preferential margin in the Japanese Customs 
Tariff, but, because freight costs to Japan are much higher than to 
London, Japanese buyers pay an amount above the LDP to compensate for 
this difference, in the same way as Canadian buyers are allowed a 
discount, to take account of the lower cost of freight from the 
Caribbean to eastern Canadian ports than to London. In 1969, sales 
to Japan were generally at a price of 30s per long ton over the LDP 
and in 1970, when freight rates rose very sharply, the price differ- 
ential amounted to 60s per long ton. 


The following table shows the calculated, apparent returns 
to exporters, f.o.b.s. country of origin, from raw sugar sold by 
major B.P. suppliers to Canada, Britain and Japan. The table is 
based on freight rates in effect in October 1969 and 1970; the rates 
in 1970 were generally much higher than in 1969, as also was the 
London Daily Price of raw sugar. The returns were calculated by » 
establishing the price c.i.f. destination from the LDP, subtracting 
the cost of freight from this c.i.f. price and adding the margin of 
preference or the premium. This is a common method of showing such 
relationships; it assumes the Caribbean is the basing point for world 
prices, and freight equalization on the part of all suppliers. It is 
implicit in the calculations that importers will not act on their 
knowledge that their purchases result in the highest f.o.b.s. returns 
to certain suppliers; this assumption is not acceptable unless it is 
also assumed that alternative sources of supply are not available. 


Table 40: Calculated, Apparent Returns to B.P. Suppliers 
from Sales of 96° Free Market Sugar to Canada, 


Britain and Japan, 1969 and 1970 


Origin of Hehe 9, 1969 ee 8, 1970 
cougar Canada\®/ Britain Japan Canada\#/ Britain Japan 


return f.o.b.s. origin, $ per 100 lbs. 96° sugar 


Australia 3.L0 eRe See Lisel bode y Lhe 
Mauritius 3.46 eo See ly. Sly 44k L335 
Rep. S. Africa 3.49 2.93 CaF 4.60 | imate 4.35 
Comm. Carib. 3.62 230 ~ a be LeAl - 
India Dale. See, - ps © 133 ~ 
Canadian, Abbvraction: 
1969, Relative To: 1970, Relative To: 
Britain Japan Britain Japan 
$ per 100 lbs. $ per 100 lbs. 
Australia +.19 +.2h +.10 -.15 
Mauritius +.15 + 4,3 +.10 +.21 
Rep. S. Africa +.56 +.42 +. Ah +.25 
Comm. Carib. +.32 ~ copes - 
India +.1h “ -.03 - 


(a) Based on c.i.f. Montreal 


Source: Derived from freight rates supplied to ©. & D. by brokers 
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Except for Australia, B.P. suppliers would receive higher 
apparent returns from sales to Montreal refiners than from sales 
either to Britain or Japan; the highest returns to Australia would 
be from sales either to Canada or Japan. Commonwealth Caribbean 
countries do not export sugar to Japan; invariably, they receive the 
highest returns for free market sugar from sales to Canada. This 
arises from the preferential premium on sales to Canada. South 
African suppliers receive substantially higher returns from sales to 
Canada relative to returns from sales to other destinations. 


A preferential premium is paid on South African sugar 
imported into Canada but not when imported into Britain. British 
imports of sugar from South Africa have been outside the terms of the 
Commonwealth Sugar Agreement since the latter ceased to be a member 
of the Commonwealth, although they are subject to B.P. rates of duty. 
However, the preferential premium on free market B.P. sugar is paid, 
by Britain, as an additional element added to the Negotiated Price 
and, therefore, cannot be paid to South Africa because it no longer 
has a Negotiated Price Quota. The cost of ocean freight from South 
Africa to Britain is only a little less than to Canada and has little 
effect in offsetting the Canadian preferential premium. 


The preferential premium paid by Canadian refiners also 
makes Canada a more attractive market than Japan, for South African 
sugar. Freight rates from Durban to Montreal and to Japan are usually 
not very different and, at times, favour Canada. 


In the preceding discussion, Montreal was used as the basis 
for comparisons involving Canada; two major and one smaller cane 
refineries are located there and the costs of transportation to two 
other major refineries, at Saint John, New Brunswick and Toronto, are 
directly related torthose towMontreal, ‘From’ Facitic Oceam suppliers: 
the freight rates to the other major refinery, at Vancouver, are 
sufficiently different from the rates to eastern ports that they 
affect returns f.0.b6.s. origin very substantially. itn addition, 
although rates to Saint John are related to those to Montreal, the 
differences are sometimes enough to make Saint John an attractive 
destination when comparisons based on deliveries to Montreal make 
Canada a marginally unattractive market relative to other countries. 


The following table shows the approximate costs of ocean 
freight from the major suppliers to the principal destinations of raw 
sugar in Canada, in January, 1971; at that time the nominal freight 
rate from the Caribbean to Britain was 90s per long ton and the 
corresponding rate to Montreal was 63s per long ton. 


The table indicates that, when the comparisons with other 
countries are based on deliveries to Montreal, Canada may appear less 
attractive than other countries as a market for sugar from Australia 
and Fiji, but that the relationships are changed significantly when 
Vancouver is taken as the Canadian port of destination. Thus, one 
would expect that B.C. Sugar would rely more on Australian and Fijian 
supplies than eastern refiners; shipping statistics indicate that the 
Vancouver refinery is the major, if not the only, Canadian purchaser 
of Fijian raw sugar. 
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Table 41: Ocean Freight Rates from Selected Major Suppliers 
of Raw Cane Sugar to Principal Canadian Ports, 


January 1971 


Origin Destination of Sugar Difference vs. Montreal 
of Sugar Saint John Mtrl. Tor. Vanc. Saint John\>)Tor.(b)Vanc. 
» per LOO: lbs. § per 100 lbs. 

Australia 019 meal t..6) eed -.02 +,.09 =-.27 
Ba ok 8h 92 ey | -.03 +,.08 -.27 
Mauritius ee 62 ee mine -.05 Ped iy hye 
India a2 .68 Bm 2S -.06 Hol. ile y 
Rep. S. Pie Here bey | Some wen -.05 +The Sheed 
Comm. Carib. (2) g0 oe pig) aioe OLRM UO. 9) bs 


(a) Based on Caribbean to Britain freight rates 
(b) Based on average differences in rates, on deliveries to Montreal 
and Saint John 


Source: Ocean freight rates supplied by brokers 


The table also shows the average advantage of Atlantic Sugar 
over Montreal refiners in purchasing raw cane sugar. For example, a 
price c.i1.f. Saint John could be four to six cents less per 100 pounds 
than at Montreal and yield the same return, f.o.b.s. origin,. to 
Mauritius, South Africa and the West Indies. As in other comparisons, 
it is clear that freight rates from the Caribbean to eastern Canada 
make this area the preferred source of supply to five of Canada's six 
cane refineries and also make Canada the preferred destination for 
sales of free market sugar available in this region. 


The B.P. Margin on Raw Sugar 


The importance of the preferential margin in the existing 
Canadian rates of duty on sugar for refining, is evident from the pre- 
ceding sections. Its most important consequence is that about 90 per 
cent of Canadian purchases of raw sugar are from B.P. suppliers. Were 
it not for certain special features in respect of drawback of duty, 
discussed later, almost all of Canada's imports of raw sugar would 
probably originate in B.P. countries. 


The margin of preference increases with the polarization of 
the imported sugar, but the basic margin used in pricing is that which 
applies to sugar not exceeding 96° in polarization. The most, relevant 
rates of duty on sugar for refining (under item 13500-1) are summarized 
below, together with the margin of preference. 
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MEN ace Preverenbaal. 
Bale General _aillareiniae 


$ per 100 lbs. 
Sugar for Refining 


Over 95° but not over 96° #237 i257 1.000 
Over 96° but not over 97° A Le 1.026 
Over 97° but not over 98° ~ 307 12356 iAdoas 
Over 98° but not over 99° ~316 ede 7G HeLoo 
Over 99° 55 1.476 perce 


The margin is substantial and permits B.P, suppliers to 
increase the price of their exports c.i.f. Canadian destinations, up 
to a point which is substantially higher than the London Daily Price 
but still leaves the price of their sugar attractive relative to that 
of M.F.N. sugar; a difference of about 25¢ per: 100 pounds between the 
cost. of B.P. and M.F.N. sugar, ¢71.f Montreal) as currently ist iacirenoms 
to attract Canadian purchasers. Thus, in pricing sugar for export to 
Canada, B.P. suppliers generally add 75¢ per 100 pounds to the basic 
c.i.f. price at Montreal; incremental payments of 1.4.per cent per 
degree of polarization in excess of 96° are calculated on the basic 
price inclusive of the preferential premium paid) tone seller™ the 
preferential premium is subject to negotiation between buyer and 
seller, but is regarded as virtually a fixed amount at any given time 
and seldom changes. The Board was informed that the preferential 
premium paid to sellers had been 85¢ up to about 1959 and was 
$1.00 per 100 pounds of 96° sugar before the second world war. 


So long as B.P. suppliers receive less than the full margin 
of one dollar, they remain a preferred source of supply to Canadian 
refiners. Similarly, the existence of the premium makes Canada a more 
attractive market to these suppliers because they receive a higher 
return f.0.b.8s. origin from sales to Canada, than from sales of free 
market sugar to alternative markets; this is clear from table 40. 
However, it would be incorrect to assume that the elimination of the 
preferential margin in the Tariff would reduce current Canadian costs 
by the full 75¢ preferential premium said to be paid to B.P. sellers, 
at the present time. The probable consequences of a tariff without 
preferences, that is, one whose BLP, and M.P.N.. rates-are adenvical. 
is examined below. 


Historically, as currently, the Caribbean area has been used 
as a "basing point" for the international pricing of sugar. This 
stems from the importance of this region as a source of supplies for 
international trade in sugar and, most particularly, from the impor- 
tance of Cuba as a world supplier. Cuba continues to be by far the 
largest exporter of sugar in the world and accounts for about 30 per 
cent of the world's net exports; the Caribbean area, as a whole, 
accounts for nearly 50 per cent of the world's net exports. The 
importance of the Caribbean as a "basing point" for international 
prices is recognized in various provisions of the current and former 
International Sugar Agreements. The committee which determines the 
London Daily Price also recognizes its importance by including, in its 
daily reports, the freight rate from the Caribbean to Britain which 
the committee takes into account in setting the price, c.i.f. London. 
New York price quotations are on a basis of both c.i.f. New York and 
f.0.b.8. Uaribbean, Thus, os Or not 4. price .14a Qucledel 0.0. oc. 
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Caribbean, an exporter in that area always knows the approximate 
return at his place of origin and, in ordinary circumstances, is 
unlikely to sell sugar unless he receives a return which is comparable 
to that of the LDP less the cost of freight from place of origin to 
London, or to the f.o.b.s. price quoted in New York. 


Similarly, exporters in other parts of the world are also 
aware of their approximate return at point of origin, based on the 
LDP or the New York quotations and, of course, of the return to 
exporters f.o.b.s. Caribbean. Thus, any supplier can readily deter- 
mine the return he would receive from sales to various destinations, 
in competition with sugar from any origin. As a result, if the cost 
of freight from the Caribbean to Japan is greater than the cost from 
the Caribbean to Britain, Caribbean suppliers are likely to demand an 
amount in excess of the LDP to compensate for the additional eost of 
freight and the resulting lower return at the place of origin from 
sales to Japan. In fact, the amount in excess of the LDP, which 
Japan pays for raw sugar, reflects this average difference and changes 
when the relevant freight rates change in relation to each other. In 
1969, Japan paid an average of 17¢ per 100 pounds over the LDP and, 
in 1970, when the ocean freight rates were much higher, the premium 
roughly doubled and was 33¢ per 100 pounds. 


In the preceding table the attractiveness of the Canadian 
market to certain suppliers was measured by determining whether they 
would receive a higher or lower return from sales to Canada relative 
to other countries, using the Caribbean as the basing—point and assum- 
inewereicineequelizstion' on the part of other suppliers. In the 
following table a different approach is used: this table shows the 
relative attractiveness (or lack of attractiveness) of Canada, Britain 
ends eps: Supplders were torreceive the same return, £.0.b.'6. 
country of origin, from sales to Canada and Japan, as to Britain, the 
return from sales to Britain being derived from the LDP. 


Two factors enter into the calculations: relative costs of 
freight from each country of origin to Britain, Canada and Japan; and 
the amounts in excess of the LDP, paid by Britain because of the 
preferential margin in her rates of duty on raw sugar to B.P. suppliers 
other than South Africa and by Japan because of its distance from the 
Caribbean,the basing point for world prices. For these calculations 
it has been assumed that the Canadian B.P. and M.F.N. rates of duties 
on raw sugar are identical, that is, that the Canadian rates are 
neutral and, therefore, that purchases by Canada do not involve any 
preferential premium on purchases from B.P. suppliers. Cuba has been 
included in the table but, because of the difficulty of acquiring 
reliable Cuba-to-Japan freight rates, these have been estimated to be 
the sum of the Caribbean-to-Britain rate and the amount in excess of 
the LDP paid by Japan; for purposes of illustration this appeared to 
be a reasonable estimate. 
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Table 42: Attraction of Canada Relative to Britain and Japan 
to Exporters of Free Market Sugar, Assuming Equal 
Returns f.o.b.s. Origin for Raw Sugar and No Margin 
of British Preference in Canadian Rates of Duty on 


Sugar, 1969 and 1970 
Attraction (+) of Canada Arising Out of 


Country Freight Rates Prem. Over LDP 

of Vs. vs. Lovalars. 
Origin Bg Japan Woks Japan Ui: Japan 

dollars per 100 lbs., 96° raws 

Oct. 9, 1969 
Australia +.O1 -.20 -.43 -.17 = gli -.37 
Mauritius =a -.O1 =.43 -.17 win -.18 
Rep. woe At rica yO -.02 O tk -.05 -.19 
Comm. Carib. +.1h ~ -.43 ~ -.29 - 
India -.O4 ~ -.43 - -.47 - 
Cuba +1) +.31 O -.17 + ety + 1h 
OC 26 a B76 
Australia -.03 -—.36 -.A1 -.33 -.4h -.69 
Mauritius -.03 O -.AL -.33 -.44 -.33 
Rep. S. Africa -.10 +.OL @) -.33 -.10 -.29 
Gomm. Carib. +.21 - -.41 “ —.20 - 
India -.16 - -.A1 - -.57 - 
Cuba +.21 + 54 O -.33 +.21 +.21 


The above calculations reflect two very different sets of 
circumstances: in 1969, freight rates were approximately normal and the 
British Pound was worth an average of $2.58 in Canadian funds; in 1970, 
freight rates rose by about 50 per cent and were the highest in at 
least a decade, and the value of the British Pound fell from $2.58 to 
$2.hh. However, regardless of which year is used for reference, the 
points which stand out clearly are that relative costs of ocean freight 
are such that Canada has a substantial total advantage over both Britain 
and Japan in purchases of sugar from Cuba and is at only a small total 
disadvantage, relative to Britain, in purchases from the Republic of 
South Africa. When, as in 1969, freight rates are not unusually high, 
Canada is also only at a small total disadvantage, relative to Japan, 
in purchases from Mauritius and South Africa. 


That the approach used in table 42 is also used by suppliers 
of raw sugar to assess the relative attraction of different markets is 
indicated by the calculations of the spokesman for Australia, in 
Exhibit 10.1; except for the third column, the figures are those given 
in the Exhibit; column 3 is based on the submission but has been modi- 
fied for greater clarity. 
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Freight-cost Premiums Net to Canadian 
Destination From Australia Over LDP Australia (@) Attraction 
conus, per 100 16s. 
Eastern Can. peu 57.76%) 31043 - 
Britain Oe od. ed tisoryl 23 se 
Japan 50.7 20.40 361.7 14.6 
Singapore h6.1 yee hed 368.9 eis 


(a) With LDP at £34.0 per long ton, as at Jan. 21, 1970 or $3.92 per 
100 lbs., 96° raws 

(b) 75¢ less 17.3¢; 17.3¢ was the discount from the LDP in January 
1970 to allow for the lower cost of freight from Caribbean to 
Canadian ports 

(c) Actually freight cost Caribbean to Japan or Singapore less freight 
cost Caribbean to Britain 


It is important to note that, to Australia, the Canadian 
preferential premium is always much less than its apparent value. 
Because of freight equalization relative to Caribbean suppliers, 
Australia "absorbs" freight costs on exports to eastern Canada (17.3 
cents per 100 pounds in January 1970) and, in addition, incurs larger 
costs of freight on shipments to Canada relative to Japan (22.7 cents 
per 100 pounds in January 1970). Thus, a large part of the 75 cents- 
per-1OO pound preferential premium is lost in additional costs of 
freight to Australian suppliers and only the remainder is a premium 
return over the LDP, in the sense of an additional payment to attract 
supplies on a continuing basis. As is evident from the Australian 
calculations, the Canadian preferential premium of 75 cents yielded a 
net premium of only 14.6 cents per 100 pounds relative to Japan; the 
remaining 60.4 cents represented the additional amount necessary to 
equalize returns from sales to Canada and to alternative markets. 


: An important aspect of table 42 is that the data indicate 
that a premium of less than 50 cents per 100 pounds would make Canada 
a more remunerative destination of exports of B.P. free market sugar 
than either Britain or Japan, in most years; in years when freight 
rates were unusually high, Japan would be a somewhat more attractive 
market than Canada for Australian sugar. However, if the destination 
of the sugar were Vancouver instead of Montreal, Canada would continue 
to be more attractive to Australian shippers; Fiji is not included in 
the table, but the figures for Fiji would be approximately the same as 
those for Australia. 


The data given in the preceding tables, in the context of the 
discussion of the origin of Canada's supplies of B.P. sugar, indicate 
the importance of the Canadian market to South African suppliers even 
if the existing preferential premium is substantially reduced. The 
preceding sections also indicate that, when freight rates are generally 
high, to Australia, Canada has only a marginal attraction relative to 
Japan, even with the inclusion of the premium. 
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On purely economic grounds, it seems wasteful of resources 
that Cuba should be exporting large quantities of raw sugar to Japan 
while Australia is shipping large amounts to Canada. In 
1969 and 1970 Cuba exported more than one million tons of sugar to 
Japan and about 100,000 tons or less to Canada; in 1969 and 1970, 
Canada's imports from Australia amounted to £41,300 tons and 
297,100 tons, respectively. In late 1969, the freight rates from Cuba 
to Canada and Japan were $6.44 and $12.60 per ton, respectively and 
the approximate freight rates from Australia to Canada and 
Japan were $10.86 and $6.82, respectively. In 1970, when ocean freight 
rates rose substantially, the approximate rates from Cuba, late in the 
year, were $10.00 per ton to Canada and $20.80 per ton to Japan; the 
approximate corresponding rate from Australia to Canada was 
$19.60 per ton and to Japan, $12.40 per ton. 


The economics of the existing situation appear to offer the 
greatest benefits to shipping interests. If arrangements could have 
been made for Cuba to have supplied Canada with the 241,300 tons of 
sugar which Canada imported from Australia in 1969 and for 
Australia to have supplied an equal amount to Japan the savings in 
freight costs, in 1969, would have been approximately $2.5 million or 
an average of 25.5 cents per 100 pounds; in 1970, because of the much 
higher freight rates, the total savings would have been $5.3 million, 
more than twice as large, and equivalent to a savings of 45 cents 
per 100 pounds of raw sugar. The additional cost of freight of $2.5 
million in 1969 and $5.3 million in 1970 provided additional income to 
shipping companies some part whereof might otherwise have benefited 
developing countries. 


Japan's total consumption of sugar has been increasing 
fairly rapidly for several years. Between 1965 and 1969, it rose by 
673,043 tons, or 30 per cent, although the consumption of sugar, per 
person, was only 56.4 pounds, even in 1969. As demand continues to 
rise, as is likely, Japan will probably increase its imports from both 
Australia and Cuba. To the extent that exports of Australian sugar to 
Japan increase, the supply of B.P. sugar on which Canada can draw will 
decrease. The only other major source of B.P. raws to which Canada 
could turn, as its own demand increases, will be the Republic of South 
Africa, Therefore, it is probable, under the existing tariff structure, 
that South African supplies will become an increasingly large propor- 
tion of the Canadian total. As the preceding discussion has indicated, 
Canada would be the world's most attractive major market for South 
African sugar, even with a smaller preferential premium. 


: The Drawback of Duty and M.F.N. Imports 


“If there were no provision for drawback of the duty paid on 
imported raw sugar, when this sugar was re-exported as refined sugar 
or as sugar-containing products such as jams and confectionery, Canada 
would import very little raw sugar from M.F.N. suppliers. The situa- 
tion, as it would have appeared to a claimant of the drawback in early 
January" of 1971, is shown below; the advantage in using M.F.N. sugar 
for drawback purposes is obvious. 
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Origin of Raw Sugar 
BB Pe M.F.N. 


$ per 100 lbs. 


Cost of raw sugar, 96°, c.i.f. Montreal Life ob ei 
Duty : 229 meg 
Preferential premium to seller dae. QO 
Total cost \c.i.f. Montreal, duty paid eT) 6.00 
Duty drawback (99%) 628 We? 
Net cost to claimant ely beast 


Drawback can be claimed only on the duty paid and, therefore, 
only 28¢ can be claimed on B.P. sugar whereas $1.27 can be claimed on 
M.F.N. sugar. The 75¢ premium per 100 pounds serves only to make the 
basic price of B.P. sugar, c.i.f. Montreal, that much higher than that 
of M.F.N. sugar without being subject to drawback because it is not an 
element of the customs duty; if it were not for the preferential premium 
paid to sellers of BP. sugar, the origin of the sugar would provide 
no advantage in claiming drawback. 


At the time refined sugar is sold, whether as such or as 
liquid or invert sugar, it is not necessarily known whether the end 
product in the manufacture of which it is used will be exported so as 
to make such sugar subject to drawback of duty. Each refiner knows, 
from experience, approximately how much sugar will be subject to draw- 
back claims in any year and, presumably, purchases a sufficient amount 
of M.FON. raws to cover such claims,  Refiners' prices do not differ- 
entiate between refined sugar made from B.P. or M.F.N. raws and, as a 
result, the purchaser of the sugar or sugar product, which is involved 
in the drawback claim, receives the total drawback but is charged the 
prevailing market price for’the product. 


Although the refiners said they absorbed the additional cost 
of M.F.N. raws, it is difficult to accept: this view expressed in these 
terms. It is more probable that this additional cost is taken into 
account by refiners, as part of their overall operating costs and is 
paid for by all purchasers of refined sugar. If M.F.N. imports were 
10 per cent of total imports, the additional 25¢ per 100 pounds which 
would apply to them, spread over the total, would amount to 2.5¢ per 
100 pounds. Thus, prices of refined sugar to all purchasers, including 
exporters of sugar-containing products, would appear to be based on a 
cost of raw sugar which is 2.5¢ per 100 pounds higher than the cost of 
96°, B.P. sugar c.i.f. Montreal, and the savings to drawback claimants 
is about 22.5¢ per 100 pounds of 96° raw sugar, in addition to the draw- 
back, itself, o 


The foregoing is based on an examination of the drawback as 
it would apply if raw sugar were used by industrial users. In fact, 
industrial users usually purchase some form of refined» sugar and claims 
for drawback of duty are based on equivalent amounts of raw sugar. 
Using the conventional conversion of 107 pounds of 96° raws to 100 
pounds of refined sugar, the drawback of $1.27 shown in the above table, 
would amount to $1.36 on 100 pounds of refined sugar; this is the amount 
by which the cost of refined sugar would be reduced, per 100 pounds, if 
it were to be exported as such or in sugar-containing products. 
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Because B.P. sugar is more expensive than M.F.N. sugar, 
when drawback is involved, the available market in Canada for B.P. 
sugar, is somewhat smaller than it might be. Obviously, B.P. 
exporters gain much more from the preferential margin which applies 
to the approximately 90 per cent of Canadian imports which they supply 
than they would from displacing M.F.N. supplies in Canada. 


A similar situation éxisted in’ Britain up to 1961, As the 
British Sugar Board notes, in its 1962 Annual Report. 


"There was, moreover, a defect in the existing Duty 
“Arrangements from the Board's point of view as a seller of 
Commonwealth sugar, insofar as the drawback obtainable on 
delivery for duty free purposes) of preferential sugar, or 
products made from it, was ... less than that obtainable on 
other sugar. For such purposes preferential sugar was thus 
more expensive than foreign sugar and such outlets were 
consequently not, in practice, available for it. The change 
in practice at the end of 1961 made them so, and thus extended 
the market for preferential sugar ..." 


The Polarization of Raw Sugar Imports 


Although international prices of raw sugar are based on 
raws of 96° polarization, the quantity of raw sugar, of such a low 
polarization, which enters into international trade is relatively 
small. Only two of 564 undamaged cargoes imported by Canadian 
refiners between 1965 and 1969 had a polarization as low as 96° or 
less; two damaged cargoes also were low in polarization, presumably, 
because of dilution with sea water. In contrast, 86 per cent of the 
undamaged cargoes exceeded 97° and 68 per cent exceeded 98° polariza- 
tien. 


Table 43: Polarization .of Undamaged dauroda of Raw Sugar 


Imported Into Canada, 1965-69 


Under Over 97° Over 98° 
O60. Soveo paLOnoS” to) 99°!) Over (99° Total 


no. of cargoes 


1965-69 

Total imports 2 76 104 cue v 564 
By Origin per cent of cargoes 

San) ~ - pie 97.8 - 100.0 
Other iB.Ps Carib, ie) 64.4 ila owe - 100.0 
Other B.P. ~ - Ou7 96.9 EOgs 10070 
MiP aN. Carib, Ie Rigs SL.9 ae ___ L007 
All cargoes 0.4 lie Tees 667a Wa 100.0 
By Years penrceni sol eanonen a? 

1965 - ene Lees ee Oleg LOO. 6 
1966 Cs hk Fa cas 59.2 Mopy ts 100.0 
1967 O09 Sas, 19.6 (Qos ~ 100.0 
1968 = P29 dine Boe {E20 eo 100.0 
1969 - p.8 Wires 1Ds0 ily 100.0 


(a) Two damaged cargoes were less than 96° and one other was between 
97° and 98° 
(b) In 1969 includes three cargoes from Bahamas 


Source: Reports submitted by Canadian refiners 
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All of the cargoes not exceeding 97° originated in the 
Caribbean area and almost all cargoes exceeding 98 originated outside 
of this region; Guyana and Bahamas cargoes are shown separately because 
their polarizations are similar to those of the B.P. countries located 
elsewhere than in the Caribbean. In view of the long schedule of rates 
under item 13500-1, beginning with sugar not exceeding 76°, it is 
significant that of the 567 cargoes imported between 1965 and 1969, 
four were less than 96° (including two damaged cargoes) but seven 
exceeded 99°; the sugar of one damaged cargo was of a polarization 
between 97° and 98°. 


The tabulation by years indicates that the average polariza- 
tion of cargoes has increased, since 1965; in 1965, only 58.5 per cent 
of the cargoes exceeded Oa>. sres69ne76.7 per cent exceeded 98°, The 
increase in polarization reflects the decline of imports of raw sugar 
from the B.P. Caribbean; the change is less than the cargo tabulations 
suggest, because Caribbean cargoes tend to be much smaller than those 
from most other B.P. countries and, therefore, the distribution by 
cargoes is not an accurate reflection of the average polarization of 
raw sugar imported. The weighted average polarization of sugars used 
by Canadian refineries is given below. 


Table 44: Weighted Average Polarization of Raw Sugars 
Used_by Canadian Refineries, 1965-69 


. Refineries 
at Montreal Others Canada 
weighted average polarization 


1965 97.94 98.32 Sloeabs) 
1966 98.30 98.19 98.23 
1967 98.22 98.38 98.3 1. 
1968 98.32 98.41 ve 
1969 98.4.5 98.45 98.45 


Source: Reports submitted by Canadian refiners 


As the table indicates, the average polarization of the raw 
sugars used by Canadian refiners increased from 98. 15° te 98, 15°, 
between 1965 and 1969. In this period, the number of Caribbean cargoes 
(B.P. and M.F.N.) declined from 57 per cent of the total in 1965 (based 
on undamaged cargoes) to 37 per cent in 1969. However, even in 1965, 
when Caribbean cargoes were a relatively large proportion of the total, 
the average polarization of the sugars used was approximately 9&8. 


Polarization data submitted by individual refineries indi- 
cate that four of the six refineries use raw sugars that are relatively 
high in polarization; in every one of the five years the average polar- 
ization of the raws used by each of these four refineries exceeded 98°. 
Although there were minor variations in the average polarization of the 
raw sugar used by the companies in individual years, these differences 
were not consistent, that is, no refinery consistently used sugars of 
significantly higher average polarization than the other three. As 
noted, two refineries used raw sugars of a lower average polarization 
than was used by the other four. However, the average polarization 
even of their raws exceeded 97.5° in every year, 1965-69, and increased 
during this period. 
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INTERNATIONAL AGREEMENTS AND COMMITMENTS 


Over the years sugar has been the subject of many trade 
agreements. Some have been mltilateral, others bilateral; some have 
been specific to sugar, while others have included sugar as one of 
many products affected. Canada has been signatory of several such 
agreements and has been affected by the terms of others to which she 
has not been a party. 


From the point of view of their historical or potential 
impact on Canada's sugar trade, the most important of these are the 
International Sugar Agreements, the Commonwealth Sugar Agreement, the 
Canada-West Indies Trade Agreements and the General Agreement on 
Tariffs and Trade. These agreements are discussed below in this part 
of the Report; because of its indirect effects on Canadian purchases 
of sugar, the United States Sugar Act is also discussed below. 


The International Sugar Agreement of 1968 


The economic provisions of the 1958 International Sugar 
Agreement lapsed in 1962. On October 23, 1968, an International Sugar 
Conference, convened under the auspices of the United Nations, adopted 
the text of a new International Sugar Agreement which came into force 
on January 1, 1969. As required by the draft terms, it had been rati- 
fied by at least 60 per cent of the votes of the prospective exporting 
countries and 50 per cent of the votes of prospective importing coun- 
tries by that date. Canada is a signatory of the Agreement and, as 
such, is a member of the International Sugar Organization, and of the 
International Sugar Council, the agency through which the International 
Sugar Organization functions. 


For the purpose of determining the entry into force of the 
Agreement, importing countries deemed to be prospective ratifiers of 
the Agreement were assigned a total of 1,000 votes. Similarly, pro- 
spective export signers were assigned 1,000 votes in total. Each 
exporting and importing country was assigned votes varying in propor- 
tion to its usual trade in sugar, with a maximum of 200 votes per 
country. Although, sufficient proportions of importing and exporting 
countries' votes were received to bring the Agreement into force by 
January 1, 1969, many of the prospective importers and exporters have 
not yet signed the Agreement. The most important of these are the 
U.S.A., which has not signed as an importer, and the European Common 
Market, which has not gigned as an exporter. The votes which had 
originally been assigned to such non-signatory countries were re- 
allocated to those countries which ratified the Agreement and Canada 
was allotted 200 votes out of a total of 1,000 importing countries’ 
votes in the deliberations of the Council. Also, for the 1970 quota 
year, Canada is one of the eight countries comprising the importing 
members of the Executive Committee of the Council. 


In some provisions of the Agreement, a distinction is made 
between developed and developing countries. Canada is considered a 
developed country for the purposes of these provisions and, as such, 
has given the following commitment in accordance with Article 51 
("Special undertakings by developed importing members"): 
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"Canada will operate its internal policies so as not 
to provide incentives to sugar production beyond a level 
representing <0 per cent of domestic consumption". 

(Agreement, Annex A) 


Stated objectives of the Agreement include, among others, 
the raising of) the level of international trade in sugar; the mainten- 
ance of stable sugar prices which will be "reasonably remunerative to 
producers, but which will not encourage further expansion of production 
in developed countries"; the provision of adequate supplies of sugar 
“To ;meet the requirements of importing countries at fair and reason-= 
able prices"; and provision for "adequate participation in, and grow- 
ing access to, the markets of the developed countries for sugar from 
the developing countries", (Article 1 of Agreement) 


These and other objectives of the Agreement are to be 
attained by a system of constraints placed upon the actions of both 
importing and exporting members. More specifically, exporting member 
countries accept a system of basic export tonnages for each country, 
together with a system of quotas related to their basic export ton- 
nages, such that at specified prices for sugar, individual aggregate 
quotas can be reduced to 90 per cent of the basic export tonnage and, 
after a special vote, to 8&5 per cent; at specified higher prices, 
aggregate quotas may be increased to as much as 115 per cent of the 
basic export tonnage; finally, at prices above 5.25 cents per pound, 
in U.S. currency, for bulk sugar free on board and stowed in a Carib- 
bean port, all -quota restrictions are removed. Shortfalls of partic- 
ular countries in meeting their export quotas may be distributed to 
other exporting members at the discretion of the International Sugar 
COUNCIL ls 


Sugar sold in accordance with the terms of certain special 
arrangements is not subject to the above-mentioned quota restrictions. 
Specifically, sugar exported by Commonwealth countries to Britain, as 
part of their "Negotiated Price Quotas" under the terms of the Common- 
wealth Sugar Agreement, is not charged against the export quotas of 
such Commonwealth countries; similarly, exports by Cuba to socialist 
countries, exports under the African and Malagasy Sugar Agreement, 
and exports to the U.S.A., are not charged against export quotas. As 
discussed elsewhere, exports to the U.S.A. under the U.S. Sugar Act 
and those to Britain under the Negotiated Price Quotas, are usually 
sold at prices higher than those prevailing in most other markets. 


iixporting members have accepted, as a “special obligation 
under Article 30 of the Agreement, the right of importing member 
countries to purchase, from their "traditional exporting Members", at 
a "supply commitment. price" of 6.50 U.S. cents per pound, f.o.b.s. 
Caribbean ports, a quantity of sugar equal to the average quantity 
purchased in the two previous years; this obligation takes effect 
when the prevailing world price for sugar (f.o.b.s. Caribbean) rises 
above the 6.50 cent supply commitment price. 


Each importing member of the Agreement is expected to give 
some undertaking as to the access of exporting members to its market; 
it is in compliance with this obligation that Canada has undertaken to 
limit domestic production of sugar in accordance with the previously 
quoted commitment, of Annex A of the Agreement. 5ix other importing 
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members had given commitments of a similar general nature, recorded 
in Annex A of the Agreement. 


The most important obligations of the importing members are 
contained in Article 28 of the Agreement, entitled "Protection of 
exporting Members against the effects of exports by non—Members"', 
Under this article importing members undertake that, in any quota 
year when “the prevailing price" ‘of ‘sugar is™beuween 3.-> and 5.7) 
U.S. cents per pound, they will not import from non-member countries, 
as a group, more sugar than the average of the quantities imported 
from non-member countries, as a group, over the three-year period 
1966-1968. In addition, they agree to prohibit all imports of sugar 
from non-members as long as the prevailing price is below 3.25 U.S. 
cents per pound, f.o.b.s. Caribbean ports. 


Paragraph (1) of Article 55 of the Agreement, entitled 
"Measures to encourage consumption", is as follows: 


"Bearing in mind the relevant objectives of the Final 
Act’ of “the First ‘session or UNCTAD [the United Nations Confer- 
ence on Trade and Development/, each member shall take such 
action as it deems appropriate to éncourage the consumption 
of sugar and to remove any obstacles which restrict the 
growth of sugar consumption. In so doing, each Member shall 
have regard to the effects on sugar consumption of customs 
duties, internal taxes and fiscal charges and quantitative 
or other ‘controls, and to al® other important Tractors 
relevant to an assessment of the situation." 


This paragraph, while worded so as to be general to all members, 
appears to be pointed more directly at importing members than at 
exporting members. However, unlike Article 28, it places no specific 
obligations on importing members; the paragraph seems to be an exhor- 
tation rather than an obligation. 


The pricing specifications of the Agreement are drawn up in 
terms of a price, taken to be the price of sugar for purposes of the 
Agreement, for bulk sugar, free on board and stowed in Caribbean ports, 
expressed in’ Uys." cents per pound] “Thisypriceysand them’ prevar lane 
price” are derined™as Tollows, in Article 33. du should be novedscnaG 
the article has been amended to refer to the New York No. 11 contract 
instead of the No. 8 contract which was originally specified. 


"(1) For the purposes of the Agreement, the price of 
sugar shall be deemed to be: 


(a) the arithmetical average of the spot price 
under the New York Coffee and Sugar Exchange 
Sugar Contract No. 8 and the London Sugar 
Market daily price after conversion of both 
these prices to US cenvus pert poundravolraupole 
free on board and stowed Caribbean port, in 
bulk. 


or (bo) if the difference between the two prices 
referred to in sub-paragraph (a) above is 
more than six points, the lower of the two 
prices plus threé points. 
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"(2) Where in the Agreement reference is made to the 
prevailing price being above or below any stated figure, 
that condition shall be deemed to be fulfilled if the 
average price over a period of seventeen consecutive 
market days has been above or below the stated figure, 
as the case may be, provided that the price on the first 
day of the period and on not less than twelve days within 
the period has also been above or below the stated figure, 


as the case may be." 


The obligations of exporting members are set out in consid- 
erable detail in the Agreement. For example, the Agreement provides 
that basic export tonnages of exporting members will be affected not 


only when prices fall below 3.25 or rise above 5.25 U.S. cents a pound 
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but. also at specified levels of prices within this range. It also 
takes into account whether certain price levels (4.00 and 5.00 cents) 
are reached after having been at a higher level and are decreasing or, 
having been at a lower level, are increasing. The details of these 
adjustments are shown in tabular form, below. The table distinguishes 
between adjustments of aggregate quotas and of individual quotas; the 
Agreement makes such distinctions at various price levels. 
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Table 45: Adjustments to Basic Export Tonnages of 
Exporting Members at Price Levels Specified 


in the International Sugar Agreement 


(a) When the Prevailing Price 
Rare: Having been Moves 
U.S, "cents* per Ib. 


2(d) is above 5.25 

2(e) above 5.25 below 5.00 
2(c) below 4.50 above 4.50 
oti) above 4.50 below 4.50 
2(b) is above 4.00 

2(g) above 4.00 below 4.00 
2(h) above 3.75 below 3.75 
Ale) is at or below 3.50 
Ziks)) above 3.25 reaches 3.25 


(a) Paragraphs of Article 48 


Quotas-in, Effect As Z-of 
Basic ort Tonnares-(B.E. T. 


all quotas are inoperative 

shall not exceed 115% (Aggregate) 

shall not be less than 110% 
(Aggregate) 

shall not exceed 95% (Individual) 

shall be 100% (Aggregate) 

shall not exceed 95% (Individual) 

shall not exceed 95% (Aggregate) 

shall not exceed 90% (Individual) 

may be reduced to 85% (Individual) 


Note: Some of the above changes in the export quotas are subject to 
either a decision of the Council (2(e), 2(f), 2(g), 2(h)) or to 
aPapecial votcsotutnercounci® (2(b)5.2(e), 20a), 2(3)) eel Ina 
"special vote of the Council" exporting and importing votes are 
counted separately and a two-thirds majority of both is required 


for implementation. 


Source: Derived from the International Sugar Agreement, December &k, 


1968 


114 


The Agreement is not explicit as to the particular level 
of sugar prices which it seeks to achieve but it is clearly intended 
to maintain prices within a range of 3.25 and 5.25 U.S. cents per 
pound save in exceptional circumstances. If the price declines to 
3.25 U.S. cents per pound the Council may make the maximum reduction 
in export quotas permissible under the Agreement; also, as noted 
earlier, it is at prices below that level that importing members are 
obliged to prohibit imports of sugar from non-members. When the price 
exceeds 5.25 U.S. cents a pound, importing members are released from 
all obligations relating to purchases from members and restrictions 
on purchases from non-members, and exporting members are no longer 
required to observe any limitations relative to export quotas. How- 
ever, their commitments as "traditional suppliers" of certain import- 
ing members are not affected. The highest prevailing price mentioned 
specifically is 6.50 U.S. cents per pound, at which level traditional 
suppliers are committed to supply certain quantities of sugar at 6.50 
U.S. cents per pound to importing member countries. Other quota 
adjustments, and modifications in supply or purchase commitments, come 
into play at specified levels between these two extremes. 


Exporting members are required to maintain minimum uncommit- 
ted stocks of sugar "which are additional to any stocks required to 
meet the needs of domestic consumers and any obligations under the 
special arrangements" previously referred to (Article 53). For 
developed exporting members, such as Australia and South Africa, this 
minimum level is 15 per cent of their individual basic export tonnages; 
for developing export members, such as the West Indies, Fiji and 
Mauritius, the minimum level is 10 per cent, but can be increased to 
12% per cent of the basic export tonnage, with the agreement of the 
exporting member concerned. 


The Agreement also provides, in Article 52, paragraph l(a), 
that "Hach exporting Member undertakes to adjust its production so 
that ... total stocks held by that Member shall not exceed on a fixed 
date immediately preceding the start of a new crop... an amount equal 
to 20 per cent of its production in the immediately preceding calendar 
year ..." or (as in paragraph 1(b)) "an amount equal to 20 per cent of 
its basic export entitlement", 


The stocks required by Article 53 are intended to act as a 
buffer against large changes in supply and consequent sharp increases 
in prices, and would be in accord with the stated objective "to main- 
tain a stable price for sugar". The undertaking by exporting countries, 
under Article 52, to adjust their production so that stocks do not 
exceed 20 per cent of the preceding yearts production, would also be 
in accord with that objective; the purpose of this undertaking is to 
adjust production in order to avoid a continued accumulation of stocks 
and a prolongation of periods of depressed prices. 


Article 30 of the Agreement provides that "Ten days after 
the prevailing price rises above 4.75 ASA, cents per pound, sugar 
held as minimum stocks ... shall be released and offered for prompt 
sale and prompt shipment to importing members. Unless the Council 
decides otherwise the amount of sugar so released shall be 50 per cent 
of the total quantity held at that time under the provisions of 
Article 53; that is, 50 per cent of the 10, 123 or 15 per cent of the 
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basic export tonnages, noted above. 


The same Article, under para- 


graph 2(b) provides that "ten days after the prevailing price rises 
above 5.00 cents per pound the total quantity of remaining stocks 
held under the provisions of Article 53 shall be released and offered 
for prompt sale and prompt shipment to importing Members ...". 


Article 30 also deals with the commitments of exporting 
members when the prevailing price of sugar exceeds 6.50 U.S. cents 
pernpeund sel this Article the verm “base commitment" 1s used; it is 
defined as meaning "for the second and each subsequent year of the 
Agreement, the average of the quantities of free market sugar exported 
by the exporting Member to the importing Member concerned during the 


two preceding calendar years;". 


The term "supply commitment’ price", 


also used in this Article, is 6.50 U.S. cents per pound except that 


an "exporting Member may ask a higher ... 


price, if it can show that 


iawoulkiewal sunatet me. be eligible for such higher price under one 


of the special arrangements .. 


.", as for example, under the U.S. Sugar 


Act or the Commonwealth Sugar Agreement's Negotiated Price Quotas. 


The obligations, when the price of sugar exceeds 6.50 U.S. 
cents per pound, are shown below in brief outline. 


Table 46: Obligations of Exporting Members When the Prevailing 
Price of Sugar Exceeds 6.50 U.S. Cents Per Pound 


if the prevailing price exceeds 


bole... Cenvs Per pounds". 


In the 4 months preceding start of 
relevant quota year 
During the lst quarter of quota year 


During the end quarter of quota year 


During the 7th or &th month of quota 
year 


During the final 4 months of quota 
year 


(a) Base commitment 


Exporting members must make 
available the lesser of: 


balance of eae commitment 
75% of b.c.\8/ or balance of 
b.c. (a) 


50% of bee. 88? or balance of 
b.c, (a) 


25% of bea 2 or balance of 
be cw\a 


supply commitment shall apply 
to subsequent quota year 


The obligations tabulated above apply to "traditional" 
exporting Members, meaning "an exporting Member which exported free 
market sugar to the importing Member concerned during the previous two 
calandar years and "traditional importing Member" has a corresponding 
meaning ..."; "free market" means the total of net imports of the 
world market, exclusive of imports covered under Articles 35 to 38 


inclusive, and under paragraph (3) of Article 39; 


Articles 35, 36, 


37 and 38 pertain, respectively, to Negotiated Price Quotas under the 
Commonwealth Sugar Agreement, exports by Cuba to socialist countries, 
exports up to the amount of the Guaranteed Price Quota under the 

African and Malagasy Sugar Agreement and exports to the U.S.A. Para- 
graph(3) of Article 39 relates to exports by the U.S.S.R. to socialist 


countries. 
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The Agreement does not differentiate between raw and refined 
sugar: "sugar" means, in the Agreement, "sugar in any of its recog- 
nized commercial forms ... including edible and fancy molasses, syrups, 
and any other form of liquid sugar and for human consumption ..." 


The Agreement imposes no commitment on importing members to 
purchase any amount of sugar from exporting members, at any level of 
prevailing sugar prices, provided of course that purchases are iconfined 
to exporting member countries whenever the prevailing world price for 
sugar falls below 3.25 U.S. cents per pound and that purchases from 
non-members are limited according to the terms of the Agreement when 
the world price is between 3.25 and 5.25 U.S. cents per pound. The 
Agreement seeks to attain its ends primarily by restricting the volume 
of exports by exporting members and by limiting purchases from non- 
members when prices are within certain specified ranges. Apart from 
these restrictions, importing members are free to obtain their sugar 
at whatever price they can contract for; they are not committed to pay 
the calculated prevailing price if they can obtain a lower price by 
negotiation. 


There are 72 Articles in the Agreement many of which have 
several paragraphs and sub-paragraphs. Only a selection of the more 
important provisions are dealt with in this section, either with 
respect to the obligations of exporters, as above, or the obligations 
of importers. Many of the Articles are concerned with administrative 
procedure; those which are designed to achieve the objectives of the 
Agreement are summarized below. ’ 


If prices of sugar are declining, the International Sugar 

_, Organization (1.S.0.) attempts to slow or halt the decline by reducing 
the quotas in effect by five to ten per cent when prices are in the 
range of 5.00 to 3.25 U.S. cents per pound and by reducing, the quotas 
by 15 per cent, when prices fall below 3.25 U.S. cents a pound. When 
the latter occurs, importing members become committed to prohibit all 
imports of sugar from non-members. When prices are within the range 
of 3.25 to 5.25 cents per pound imports from non-members are limited 
to the average of such imports in the period 1966 to 1968. 


If prices of sugar-are—rising, the 1.5.0.' tries to slow, or 
halt the rise by increasing available supplies. Thus, when the prevail- 
ing price exceeds 4.75 U.S. cents a pound, exporting members are obli- 
gated to release 50 per cent of their minimum stocks and, when it 
exceeds 5.00 U.S. cents per pound, are obligated to release the re- 
mainder. When prices exceed 5.25 U.S. cents a pound, importing members 
can seek supplies from non-members, without restriction; and, when the 
price exceeds 6.50 U.S. cents a pound, exporting members are conmitted 
to supply certain percentages of their "base commitment" (see preceding 
discussion) to importing members in respect of whom they are considered 
to be "traditional" suppliers. 


As the foregoing suggests, the obligations of exporting 
members are more numérous than those of importing members. This is 
because the demand for sugar is inelastic relative to price and, there- 
fore, the available supply is a principal determinant of price. It is 
therefore logical to try to achieve such a balance between supplies and 
anticipated demand that prices would be within the range of 3.25 to 
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5.25 U.S. cents per pound. However, as the preceding discussion 
indicates, even within this range the Agreement is designed to modify 
changes in price, either upward or downward. In fact, the terms of 
the Agreement suggest that, when the Agreement was being drafted, the 
Signatories ,considered 4.00 U.S. cents a pound to be that price "which 
will be reasonably remunerative to producers, but which will not 
encourage further expansion of production in developed countries" and 
would "provide adequate supplies of sugar to meet the requirements of 
importing countries at fair and reasonable prices", 


The Agreement has been in force only since January 1, 1969, 
and it is too early to assess its full impact on the Canadian market. 
Since its inception and until late 1970, the prevailing price of sugar 
has fluctuated between approximately 2.62 and 4.12 U.S. cents per 
pound. As a result, there has been no occasion to test the effective- 
ness of the supply commitment or inventory release clauses of the 
Agreement. Also, it cannot yet be determined whether the commitment 
of exporters to supply their traditional customers with sugar at a 
price of 6.50 U.S. cents per pound will be effective in periods when 
substantially higher prices are offered by others. 


Administratively, the Agreement has entailed the setting up 
in Canada of a means of ensuring that sugar will not be imported from 
non-members when the prevailing price is below 3.25 cents and that 
annual imports from non-member countries will not exceed the three- 
year average of imports from non-members, as a group, when the price 
is between 3.25 and 5.25 U.S. cents per pound. These commitments are 
enforced by the Department of Industry, Trade and Commerce, which 
notifies the Canadian sugar trade of the current state of these obli- 
gations. Subject to such restrictions as the Department has found 
necessary to enforce, the Agreement has not affected the institutional 
patterns of trade in sugar; unlike the situation in many other impor- 
ting countries, the importation of sugar remains a matter of contract 
between foreign sellers and commercial buyers in Canada. 

\ 

The restrictions on imports from non-members are not likely 
to have any significant impact on the origins of raw sugar for Canada, 
because practically all of the countries from which raw sugar is 
imported are members of the Agreement. Thus, of the approximately two 
billion pounds of raw sugar imported by Canada in 1968 and 1969, none 
was imported from countries which are not now signatories of the 
Agreement. In some recent years, refined sugar has been imported from 
Britain and other importing member countries; such shipments could 
continue, because the restrictions on imports from non-members do not 
apply to imports from countries which are themselves classed as impor- 
ting members of the Agreement. However, the small amounts of refined 
sugar which have customarily been imported from the U.S.A. are affected, 
because it is not a signatory of the Agreement. 

\ 

The undertaking not to provide incentives to the production 
of sugar beyond 20 per cent of our domestic consumption also does not 
appear a significant restriction on potential production of beet sugar. 
Beet sugar currently accounts for between 12 and 14 per cent of 
Canadian consumption. Thus, the 20 per cent limitation allows an 
increase of from 43 to 67 per cent above current levels of beet sugar 
production, even if no account is taken of any increase in Canadian 
consumption of sugar. 
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In the light of the foregoing, it would appear that the 
principal impact of the International Sugar Agreement presumably will 
be not on the sources of sugar supplies, domestic or external, but on 
the price of the raw sugar which Canada buys and, therefore, on the 
price of Canadian refined sugar. While the expressed objectives of 
the Agreement do not include the raising of world sugar prices above 
those "reasonably remunerative to producers", an increase in world 
prices above the depressed levels: of the years 1965 to 1968 was a 
primary concern; indeed, during the autumn of 1968, when the terms of 
the Agreement were being negotiated, the price of world sugar, f.o.b.s. 
Caribbean ports, fell to 1.37 U.s. cents per pound, “abouv half Une 
price eventually,specified as the price below which all imports from 
non-member countries would be prohibited and quotas of exporting 
members could be reduced by 15 per cent. Even spokesmen for importing 
countries conceded that such prices were unreasonably low. 


In view of the above, it is appropriate to examine how the 
I.S.A. could be expected to affect prices paid by Canadian refiners 
for raw sugar. A large part of the world's exports of sugar is 
covered by special arrangements involving premium prices which tend to 
assure priority in honouring supply commitments. At the public hear- 
ing, the spokesman for Mauritius stated that only about 8.5 million 
metric tons of sugar was traded at the "so-called world sugar price". 
(Vol. 6, p. 982) About 5.7 million metric tons, approximately two- 
thirds of this amount, is covered by the International Sugar Agreement; 
the remaining 2.8 million tons is the approximate amount of free 
market sugar available for export by countries which are not members 
of the International Sugar Organization, 


If the relevant tariff items and rates of duty remained 
unchanged, it would make very little difference, relative to the size 
of the supply of sugar on which Canadian refiners could draw, whether 
Canada was or was not a signatory of the 1I.5.A. so long as the pre- 
vailing price of sugar was within the range of 3.25 to 4.75 U.S.¢ per 
pound. Jf Canada was not a member of the International Sugar Organ- 
ization, it would be in a position to draw on the total supply of 
sugar not covered by the special arrangements recognized by the I.5S.A. 
Because of the Canadian preferential premium, the 1.5.0. might treat 
exports to Canada by its traditional B.P. suppliers, as exports under 
special arrangements, not chargeable against basic export quotas. If 
this were not done, the basic export quotas of exporting members would 
probably have to be decreased by the approximately one million metric 
tons (18 per cent) which Canada imports annually, in order to keep the 
estimated supply and demand of exporting and importing members in an 
approximate balance. Thus, there would probably be little effect on 
Canadats sources of sugar supplies in so far as I.5.A. exporting 
members were concerned. 


However, as an importing member of the 1.5.0., Canada is 
limited by the provisions of the Agreement with respect to the 
quantity of sugar which she may import from non-member countries and 
she would have no such limitation as a non-member. This would allow 
Canada to purchase surplus beet or cane sugar from a large number of 
countries which are not signatories of the I.5.A. It is difficult to 
estimate how this would affect the supplies which might be available 
to Canada, but the total would certainly be larger than the 5.7 
million metric tons of the I.5.A. and might be as large as the 8.5 
million tons of the Mauritius estimate. 
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When the prevailing price was within the range of 3.25 to 
4.75 cents per pound, the price at which Canadian refiners purchased. 
sugar would be essentially unaffected. The prevailing price, itself, 
is based on both the New York No. 11 contract and the London Daily 
Price and represents the price at which sugar outside of special 
arrangements is purchased in world trade. The greater freedom Canada 
might have as a non-member importing country to buy sugar from non- 
member exporting countries would be of negligible importance. 


At 4.75 U.S. cents a pound the provisions of the Agreement 
relating to liquidation of stocks come into effect and, as a non- 


member, Canada would not benefit except indirectly; to the extent that 
such a liquidation affected world prices, any sugar importing country 
would benefit. If the requisite stocks were in existence, there would 
almost certainly be some effect, but the principal benefit would be to 
importing members who obtained the stocks. If Canada were not ‘a signa- 
tory, at prices above 5.25 U.S. cents per pound, Canadian refiners 
would have great difficulty in obtaining supplies of B.P. sugar, most 
of which would be committed to importing members of the 1.5.A. or under 
special arrangements. They would have access to small amounts of un- 
committed sugar from countries which were not members of the 1.5.0., 
assuming, of course, that the exporting members adhered to the terms 
prohibiting sales to non-members and that exports to Canada were not 
regarded as sales under special arrangements. 


Thus, given the existing tariff items and rates, membership 
in the 1.5.0. appears to be preferable to non-membership, if exporting 
‘members honour their commitments regarding traditional trading partners, 
stocks of sugar and offerings to importing members when prices are 
rising. The Agreement's effectiveness and effects can be assessed 
only in relation to how exporting member countries observe their 
commitments when prices are rising and how importing member countries 
honour their obligations when prices are relatively low and falling. 
Within the range of 3.25 and 4.75 U.S. cents per pound of the prevail- 
ing price, world supply and demand relationships are likely to be such 
that membership in the 1.5.0. is unlikely to be a significant advantage 
for either importing or exporting member countries except as a forum in 
which problems could be discussed. 


If Canada's tariffs on sugar were neutral, that is, if the 
rates were the same under the B.P. and M.F.N. Tariffs, Canada would, 
theoretically, be in a position to purchase the approximately one 
million metric tons which she imports annually, from any of the expor- 
ting member countries whose basic export tonnages went to make up the 
5.7 million M.T. noted above, about 17 per cent of the total. Because 
of the preferential margin in the Canadian sugar schedule, Canadian 
purchases are limited mainly to B.P. countries, almost all of which 
are exporting members of the I.5.A.; these had final export quota ton- 
nages totalling 2.1 million M.T.- Thus, the-provisions of the 1.5.4. 
in conjunction with those of the Customs Tariff made Canada the 
prospective purchaser of about 45 per cent of the total free market 
export tonnages of a small group of potential suppliers. 


As noted earlier, Canadian purchases of sugar for refining 
from non-member countries are almost negligible, and this situation is 
unlikely to change so long as the preferential margin in the rates on 
sugar remain unchanged. If there were no preferential margin, Canadian 
refiners would be able to purchase sugar from a much wider range of 
suppliers without any disadvantage in respect of price but, because of 
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the small size of its total purchases of sugar from non-members 
between 1966 and 1968, would be limited to seeking additional sup- 
pliers mainly from among M.F.N. countries who were exporting members 
under the I.S.A. Under Article 28, Canada has undertaken not to 
import from non-members more sugar than the average quantity imported 
in the three years 1966-68, when the prevailing price is in the range 
Of S250 5.25 U soy Cenvs ar pound, 


World prices began to rise about the time the Agreement was 
signed. From less than two U.S. cents per pound in the fall of 1968, 
the London Daily Price for 96° sugar, f.o.b.s. Caribbean, rose to 
about 3.27 cents in February of 1969, and about four cents in May, 
1969. The corresponding prices of the International Sugar Agreement 
prevailing price series, calculated as noted earlier, reached a high 
of 3.71 U.S. cents per pound in June of 1969. Thereafter, it declined 
steadily throughout the summer and fell below 3.25 U.S. cents per 
pound in mid-August; in mid-September, 1969 it reached a low of 2.62 
U.S. cents a pound. 


After the prevailing price had passed below the 3.25 level, 
the ban on purchases by importers from non-members came into force. 
The International Sugar Council did not cut export quotas below 90 
per cent of basic tonnage, as it could have done, but rather depended 
upon market forces, plus the ban on the redistribution of shortfalls 
from deficit countries, to enable the market to recover. Since 
September of 1969, world prices have moved waveringly upwards; the 
LDP. reached 4.34 U.S. cents per pound in late December of 19°70 and a 
high of 5.20°U.5%. cents’ in early February"1971? the LDP stood au, 
U.S cents an early April*of L971. 


It is open to question how much of the increase in sugar 
prices since the Agreement was signed is attributable to the Agreement 
itself, and how much to other faetors. Some traders give credit to 
the Agreement. For example, in one report evaluating the sugar market 
in 1969, it was stated that, "The ISA has been the main instrument in 
lifting sugar prices from the depressed level of the past two or three 
Viel. s.6) 


However, the size of the available supply of free market 
sugar, in 1969, also offers an explanation of the rise in prices. In 
1969, the world's net exports of sugar amounted to 15.3 million metric 
tons compared with 17.3 million metric tons in 1968, a decrease of 12 
per cent. The amount of sugar entered under the U.S. Sugar Act and 
the Negotiated Price Quotas, at premium prices, was about the same in 
the two years and the amount exported outside of these special arrange- 
ments was 11.4 million metric tons in 1968 and 9.5 million metric tons 
in 1969, a decline of 17 per cent. Thus, whether world net exports or 
the amount of sugar available for export outside of special arrange- 
ments, is used as a measure of the overall supply situation, the rise 
in prices in 1969 would have been a reasonable expectation. However, 
to the extent that the Agreement limited additional production in some 
areas and therefore contributed to the decline in volume, the Agreement 
was also a factor. 


The Commonwealth Sugar Agreement 


A Commonwealth Sugar Agreement (C.S.A.) was signed in 
December 1951. Since that time, various amendments have been made to 
the terms of the Agreement and to the list of participating countries; 
in the present section reference is made to the Agreement as it was at 
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the end of 1968; it is understood that there have been no changes of 
substance between that time and mid-1970. 


Basically, the Agreement outlines the relationship between 
the United Kingdom, as the only sugar-importing country signing the 
Agreement, and certain sugar industry associations on behalf of the 
sugar exporting countries of the Commonwealth. Exporting signatories 
represent the sugar industries of Australia, Antigua, Barbados, 
Jamaica, St. Kitts, St. Lucia, St. Vincent, Trinidad, Guyana, British 
Honduras, Mauritius, Fiji, Tanzania, Kenya, Uganda, India and Swazi- 
land; Rhodesian membership is currently in suspense. 


Canada is not and has never been a party to the Agreement, 
but is affected by its terms. This comes about by.virtue of the 
provisions for making supplies available to Canada, which exporting 
members of the Agreement have accepted as part of the terms of the 
Agreement. Under the C.S.A., each exporting member is assigned an 
"Overall Agreement Quota" (0.A.Q.), which is defined as "the total 
quantity to which it is agreed each Exporting Territory will limit 
its exports in any one year for sale or shipment to the preferential 
and negotiated price markets ..." "Preferential Markets" are defined 
as "the markets in the United Kingdom and Canada available for the 
entry of Commonwealth sugar on a preferential tariff basis". 


Each exporting member is also assigned a "Negotiated Price 
Quota" (N.P.Q.), which is defined as "the quantity of sugar agreed by 
each Exporting Territory as the maximum annual quantity of exports... 
to which negotiated prices apply", that is, the prices negotiated 
between supplying countries and the United Kingdom and applying only 
to the specified quantities of sugar to be bought by the United Kingdom 
Government. "Negotiated prices" are defined as "the prices negotiated 
between the parties hereto ... in order to provide reasonably remuner- 
ative prices to efficient producers". Negotiated prices are fixed at 
triennial reviews on the basis of annual cost data (Article 16). In 
Article 17 the dependence of less-developed territories on exports of 
sugar is recognized by the U.K. and provides for a special payment 
"related inversely to the world price" to offset the effect of depressed 
world prices. 


The negotiated price has ordinarily been substantially higher 
than the world price and fulfilment of the negotiated price quota 
obligation is, therefore, almost certain except when there is an 
insufficient supply of sugar available for export. Only the prices 
under the quotas established by the U.S. Sugar Act are likely to be 
higher than negotiated prices, except in unusual circumstances. 


Note 8 of the 1968 Agreement states that "the negotiated 
price for 1966, 1967 and 1968 was fixed at £43 10s. Od. per long ton 
bulk sugar 96° polarization f.o.b. and stowed ... with the addition 
for less-developed exporting territories of the special payment 
referred to in Article 17, which consisted of a fixed element of £1 
10s. Od. per ton representing the former Colonial Certificated Prefer- 
ence and an element varying inversely with the world price from 
£2 10s. Od. per ton to nil. In 1968 the fixed negotiated price for 
1969, 1970 and 1971 was fixed at the same level as for the three 
preceding years", 
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Table 47: Se eee +e Negotiated Prices to Less Developed 
Countries‘*’ Under the C.S.A. with Average Annual 


London Daily Prices, 1966-70 


Negotiated Price (N.P.)‘») 
Seo t € relg egotltaved Price Average LDP 


Price Cariby. to: London cvalt © London (cosa. fy ihondon) 
- Canadian cents per pound - 


1966 6.38 Ak oPe2 2.40 
1967 6.29 oA5 6.74 Paneys 
1968 Dh7 46 ads Zeal 
1969 546 46 Pe 3.89 
1970 D200 .67 Deg 4.50 


(a) Currently only Australia is excepted 
(b) £43.5 plus £4.0, of which £1.5 is a fixed element and £2.5 
varies inversely with world price 


Source: The Commonwealth Sugar Agreement, Text of 1968 


A comparison of the negotiated prices with free market 
prices (actually LDP annual averages) is given in the preceding 
table. Clearly, the negotiated price provides a substantial premium 
and, therefore, assures priority in delivery. The negotiated price, 
exclusive of supplementary payments, would apply only to Australia. 
However, the price is f.o.b.s. country of origin and, therefore, 
does not involve any element of freight cost absorption for Australia 
relatave to West dndiés® suppliers; (Une LUP) 16 based onealeewic ere 
free in and out U.K. port and, to Australia, represents less revenue 
than its nominal value, for shipments delivered to either Britain or 
Canada. 


All of the less-developed countries would receive the 
amount shown in the first column from the left. Australia receives 
neither of*the two supplementary payments which, in total, amount 
to £4 per long ton or approximately 45 cents per 100 pounds of sugar, 
at the rates of exchanse in effect ian 19/0, 


On the surface it would appear that the sales to Canada, by 
each sugar-producing country affected by the Commonwealth Sugar 
Agreement, are limited to an amount equal to the difference between 
the exporting country's 0O.A.Q. and its sales under its N.P.Q. This 
upper limit is further limited by an amendment to the Agreement which 
specifies that the 75,000 tons of sugar supplied annually to New 
Zealand, by the exporting territories party to the Agreement, mainly 
Australia, should be charged against the 0.A.Q. If Australia supplied 
the total amount, its apparent maximim permitted annual sales to 
Canada would be its 0.A.Q., minus the sum of its sales to the U.K. 
under the N.P.Q. and the 75,000 tons sold annually to New Zealand. 
However, this does not consititute a significant limitation on the 
supplies available from Australia, 
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it envy country (didsnete ial ate NP. to the United 
Kingdom, such a deficiency would of course increase the theoretically 
possible sales to Canada, but this is not a likely situation except 
when the LDP is higher than the N.P.Q. price. .Given the relative prices 
of N.P.Q. and other sugar, exporting territories would ensure that 
their N.P.Q.'s would be filled before committing themselves to sales 
to Canada. Moreover, Note 7 of the Agreement states that "each 
individual territory will be responsible for shipping to the United 
Kingdom its individual negotiated price quota, unless it can enter 
into arrangements with another Commonwealth territory or territories 
to cover any shortfall." In view of the attractiveness of the nego- 
tiated price plus supplementary payments relative to alternative 
prices, it is virtually certain that the arrangements mentioned will 
be made, 


The limitations on potential exports to Canada by individual 
Commonwealth sugar-—producing countries are subject to a proviso under 
which the dericiencies of one exporting territory relative to its 
O.A.Q. may be taken up by other exporting territories. (Article 7(b)) 
The way that the deficiencies of one exporting territory are to be 
re-assigned to other countries is not specified in the Agreement, but 
the Article indicates that no effective limit is placed on the exports 
of any one Commonwealth country to Canada so long as sales by all the 
exporting verrmitoriés, as a group, do not exceed the total amount 
eligible for shipment to Canada under the Agreement. However, the 
Article stipulates that the deficiency "from any Exporting Territory 
relative to its overall agreement quota ... be taken up (at their 
option) ... by other Exporting Territories ..." and is not a binding 
Obligation. “in eriect,. such a deficiency would be supplied by others 
only if it were more profitable to do so than to export to another 
destination. 


The following table sets out the quota situation, as derived 
from the 1968 text of the Commonwealth Sugar Agreement, together with 
1969 exports of the relevant territories to Canada, the U.S.A. and 
Britain. Mauritius exported more sugar to Canada, in 1969, than its 
quota allocation, but several countries shipped less than their quota 
allocation and, therefore, the export entitlement of other countries 
could be increased by a redistribution of shortfalls. 
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Table 48: Export Quotas Under the Commonwealth 
Sugar Agreement Compared with, Exports 
to Selected Countries, 1969 


Overall Negotiated Maximum Exported to: 
Agreement RELee Sales 


Countries Quota Quota to Canada Vanada. “Uli “Usa 
thousand long tons ie 2,240 pounds 
Australia ¢, 662 335 252(c) soma ee iy: 
W. Indies 999 725 27k ae. 25 200 
Mauritius 536 380 156 176 380 le 
Le (a) 243 140 os Ps Lh0 af 
Bast Africa at i 1h 23 - ~ 
Br. Honduras 37 20.5 16.5 Le 2) 1h 
India Te 25 EL - 25 67 
Swaziland 126 85 1 ies aoe 82 has 
Total 2, 166 Tas S752 ee EG) MTG) Meenas 


(a) Overall Agreement Quota minus the Negotiated Price Quota 

(b) Includes Guyana 

(c) Assumes 75,000 tons is supplied by Australia to New Zealand as 
partsoly its OFA.O. 

(d) Kenya, Tanzania and Uganda; to January 1971 these countries, as 
a group,have had no net surplus and, therefore, have not 
qualified ior Nar. Ow exports 


Article 7 of the Agreement states that the overall aereenent 
quotas’ "are arreducible as well as being the meximum quantities’ to be 
exported by the respective Territories to the preferential and nego— 
tiated price markets ..." However, it is clear from the preceding 
table that although the 0.A.Qts may be the maxima, they are certainly 
not irreducible. In 1969, the exporting signatories of the Agreement 
supplied 550,000 long tons of sugar to Canada and 503,000 long tons 
to the U.5.A.3; the approximately 239,000 long’ tons of additional BsP~ 
sugar which Canada imported in 1969 came almost entirely from South 
Africa, The situation was similar in 1968 when South Africa supplied 
the total shortfall of Canada's B.P. sugar imports, about 283,000 
long tons; in 1968, signatories of the C.S.A. shipped about 527,000 
long tons of sugar to the U.S.A. 


While the difference between the 0.A.Q. and the N.P.Q. is 
broadly interpretable as the maximum sales which may be made to Canada, 
in practice, any purchases by United Kingdom agencies beyond the 
amounts specified under the N.P.Q. would also come out of the difference 
between the 0,A.Q.) and N.P.Q., thus further limiting potential sales 
to Canada, However, such purchases by the U.K. would have to be at a 
higher price than the London Daily Price quotation to take account of 
the preferential premium paid by Canadian importers and the resulting 
higher return available to B.P. suppliers from sales to Canada than to 
Britain, 


It should be emphasized that the limitations which the 
Commonwealth Sugar Agreement places upon the shipments of sugar to 
Canada from individual Commonwealth countries are not limitations 
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imposed by Canadian legislation or regulation. Exporting members of 
the Agreement are primarily sugar industry associations of the 
countries or territories concerned, These marketing organizations 
adopted the limitations on exports to Canada for the purpose of 
regulating the trade and achieving a system of “orderly marketing", 


The Commonwealth Agreement contains, as Article 3, a provision 
to the effect that "... the parties to this Agreement will give 
priority to sales of Commonwealth Sugar to Canada and subject to 
market considerations will make sugar available for sale to Canadian 
refiners through normal commercial channels in such quantities and 
from such sources as they may require", The reservation about 
"market considerations" in this statement has the effect of removing 
most of the force of the Article; it appears to reduce it to the 
status of a statement that Commonwealth exporters will not refuse to 
sell sugar to Canada if returns from such sales are higher than those 
received from sales to other destinations, Of course, the converse, 
that Commonwealth exporters will not agree to sell sugar to Canada 
unless there is a commercial advantage from such sales, would probably 
also be true, The brief of Canada and Dominion Sugar Company Ltd. 
states that, while the Article had some meaning prior to 1963, it is 
now platitudinous; and the President of British Columbia Sugar Refining 
Company Limited, when asked if the "market considerations" qualifica-— 
tAcneoL Article 3.paverhim mich.anxiety, replied that at ‘didn't give 
him togsmich confidence, \(Vol.2, p. (97% Vole 5, py 682) 


Thus, it would seem that the Commonwealth Sugar Agreement 
does not have any significant effect in assuring Canada of supplies 
OD Per. suger, “lt ie-doubtiul if Canadian purchasers of sugar 
derive’ any priorities in supplies not already available as a result 
of market considerations, However, there have been occasions in the 
past, when the U.Ky Sugar Board has released N.P.Q. sugar for sale to 
Canadian refiners. 


The U.S. Sugar Act of 1948 


The U.S. Sugar Act of 1948 has had a significant impact on 
Canadian purchases of raw sugar since 1960. Before 1960, Cuba had 
been a major supplier of raw sugar to the U.S. market but, as a 
result of the Cuban revolution and subsequent developments, U.S. 
importers were forced to seek supplies elsewhere, Thus, beginning 
in effect in 1959, quotas were allocated to Commonwealth sugar 
exporters under the Act and these countries, which had shipped 
virtually no sugar to the U.S.A. for several years prior to 1960, 
became important suppliers to the U.S.A. after 1960. In 1969, the 
U.S.4. imported 647,000 short tons of sugar from. B.P. suppliers; 
more than one-third of these imports was from Commonwealth Caribbean 
countries, “To the extent thatothe U.S.k. purchases’ B.PS raws, the 
supply upon which Canada can draw is reduced. 


The description of the main features of the U.S. Sugar Act, 
which follows, is largely based on, or abstracted from, the report 
of the U.S. Tariff Commission entitled "Summaries of Trade and Tariff 
Information" Vol. 9, T.C. Publication 288, February 1969. 
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Beginning with the Jones-Costigan Sugar Act of 1934 and 
continuing through the currently effective Sugar Act of 1948, as 
amended, the United States has employed quotas as the primary instru- 
ment of government control respecting sugar, Virtually all sugar for 
the United States market, whether domestic or imported, is limited 
by absolute quota. These quotas, in conjunction with "Parity Prices! 
which apply to domestically-—produced sugar, have resulted in U.S. 
prices usually being above world market prices by substantially more 
than the U.S. duty. Foreign. suppliers, through controlled marketing, 
customarily receive.the full U.o. pruce less: the-duty, 7 ine dutyrion 
96° polarization sugar is 62.5 U.S. cents per hundred pounds, The 
quotas limit imports largely to raw sugar, All sugar marketed in the 
United States, whether domestic or foreign, is also subject to a 
refining tax (or additional import duty in the case of imports of 
refined sugar) of 0.53 cents per pound, Sugar Act quotas have allo- 
cated about three-fifths of the continental U.S. market to domestic 
producers and two-fifths to foreign suppliers, in recent years. 


On July 6, 1960, the quota for imports of sugar from Cuba, 
formerly the major supplier of sugar to the United States, was 
reduced by presidential proclamation for the remainder of the 
calendar year. The quota was then reduced to zero from January 1, 
1961 until, effective February 7, 1962, all further trade with Cuba 
was prohibited, also by presidential proclamation, In effect all 
imports from Cuba ceased as of July, 1960. 


Under section 201 of the Sugar Act, the Secretary of 
Agriculture determines, for each calendar year, the amount of sugar 
needed for consumption in the continental United States and allots the 
total among suppliers, The initial determination may be followed by 
the supplementary allotments deemed necessary to meet the requirements 
of consumers. The Sugar Act of 1948 provided specific quotas for 
domestic areas and the, Philippine Republic and assigned the remainder 
of consumption to foreign countries other than the Philippines. This 
provision was amended in 1956, 1960, 1962 and 1965. The amendment 
in 1960 permitted allocation to other countries of the quota formerly 
granted to Cuba; the 1965 amendment provided that 65 per cent of any 
increase in consumption above 10.4 million tons should be assigned 
to the basic quota for domestic beet and mainland cane sugar. 


The sugar supplied against quotas for most foreign and 
domestic areas have generally been close to the final adjusted quotas, 
Under the act, if either domestic areas or foreign countries are 
unable to fill their quotas, such quota deficits are alloted to other 
foreien couuries, 


When imports of Cuban sugar were, in effect, suspended in 
July 1960, the Cuban quota was "reserved" in the Sugar Act pending 
resumption of diplomatic relations, The 1962 amendment to the Sugar 
Act, however, reduced the Cuban reservation from 96 per cent to 58 
percent of the total for foreign countries other thansthe Philippine 
Republic and most of the residual was allocated principally to Peru, 
the Dominican Republic, Mexico, and Brazil. Under the Sugar Act, as 
amended in 1965, the quota was allocated among 32 foreign countries. 
The allocation to Cuba was reduced from 58 per cent to 50 per cent 
of the total and, during the suspension of diplomatic relations with 
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that country, was prorated among the rest according to their basic 
quotas, subject to a preference for countries that are members of the 
Organization of American States, 


sections 211 and 212 of the Sugar Act exclude imports of 
sugar or liquid sugar, from the quota, if imported under bond for 
processing and export or if imported for use in livestock feed or 
for the production of alcohol. Such sugar can be purchased at 
world market prices as it may not legally be marketed in regular 
domestic outlets and enables U.S. exporters of sugar or sugar-— 
containing products to compete in world markets without using higher- 
priced U.S. quota sugar; it also makes it economically feasible to 
market certain livestock feeds which contain sugar. 


Under the administration of the Sugar Act, an amount of 
money slightly less than that collected each year under the sugar 
excise tax is paid to domestic growers of sugar cane and sugar beets, 
subject to their observance of regulations as to minimum wages, child 
labor, and marketing and acreage limitations, The conditional 
payments to growers are based on the volume of production of the 
individual growers of sugar beets or sugar cane, Payments vary from 
0.8 cents per pound of sugar, raw value, for the smallest growers 
to 0.3 cents per pound for the largest growers. The payments account 
for about one-eighth of the growerst total cash receipts from sugar 
beets and sugar cane, These payments are, of course, additional 
to the higher returns made possible by the high prices of sugar 
resulting from the restrictions on supplies and the Parity Price 
policy respecting domestically-—produced sugar. 


During tne period, 1957-62, the annual average price of 
raw sugar at New York, generally quoted as the domestic price, ranged 
from 6.3 to 6.5 cents per pound and was generally 24 to 3 cents 
above the world price. In 1963, then the world price advanced to 
8.5 cents, the New York price advanced to 8.2 cents and, although 
less than the world price, was appreciably higher than the price 
reference point at that time under the Sugar Act, of 6.6 cents. The 
New York price declined in 1964 and 1965 but advanced in subsequent 
years, whereas the world market price continued to decline after 1963 
and remained at a low level of less than two cents per pound in 1967 
and part of 1968. ; 


In accordance with the restrictions of the Sugar Act, 
imports of sugar into the United States are confined mainly to raw 
sugar, The total imports and their distribution among countries 
reilect the  wuigar Act quotas, The U.S. market has usually been 
highly attractive to countries to which quotas were assigned and such 
quotas have almost always been filled. However, even in the occasional 
years when high world prices have made the U.S. market somewhat less 
attractive than other markets, quotas tend to be filled because of 
the penalties provided in the Act for failing to meet assigned quotas, 
The Act states that the Secretary of Agriculture may reduce the quota 
of a country for subsequent years if it fails to fill its quota for 
reasons other than "crop disaster or other force majeure", 
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Imports ranged from 3.6 million to 5.1 million tons and 
averaged 4.5 million tons during 1963-69. During the same period 
imports from the Philippine Republic averaged 1.< million tons and. 
supplied 26.7 per cent of total U.S. imports. The value of imports 
of foreign sugar in 1969, exclusive of sugar contained in syrups, 
was about $ U.S, 638.2 million. 


Table 49: Quantities and Prices of Sugar Imported into the 
U.S.A. from B.P. Suppliers, 1961-69 


U.S.A. Imports From Price f.o.b.s. Caribbean 
Beis wOrieins Gap) For Exports To: 
Final Quota Imports  sSahh World Mkt. 

1000 short tons Ussitcents pera.y, 
1961 Dade @ De tes bao Lege 
1962 600.4 618.5 Pac 2e98 
1963 [eer Chal head 8.50 
1964 658.9 660. 3 ba 9S ew 
1965 636.3 641.4 Dek) Pare 
1966 SY ARS: 51603 6.03 DaeG 
1967 586.0 625.5 G2a< BLAS, 
1968 648.9 648.5 Daly 41.9 
1969 O47. 9 04) 647.0 ope es cee | 
19 {0 663.6 ee if? aa 


(a) Final adjusted quota plus small amounts of non-—quota sugar 
(b) Preliminary 


Source: Derived from U.S.D.A., Sugar Statistics and Related Data, 
Vol. 1, Feb. 1970, tables 42, 58; 1.5.0. Year Book 


The effect of the quota system and its associated high 
prices on Canadats potential supplies of raw sugar is shown in the 
preceding table. A comparison of prices f.o0.b.s. Caribbean, for 
exports to the U.S.A. and to the so-called free market, makes it clear 
that, apart from years of exceptionally high world prices, as for 
example, in 1963, the attractiveness of the U.S. market to exporters 
is Very much greater than that of the free market; returns from sales 
to Canada would be # cent per pound higher than the free market price, 
To the extent that exports to the U.S.A. reduce the potential supply 
on which Canadian refiners can draw, the bargaining position of 
Commonwealth suppliers is enhanced and that of Canadian refiners is 
diminished, Except in unusual circumstances, under the existing Canadian 
preferential rates, Canadian refiners would have to pay an additional 
ZO.CeloS. pet hundred pounds of 96° sugar on purchases of M.F.N. sugar 
relative to B.P. sugar and, thereby, broaden the scope of their 
potential suppliers; apparently, this 4 cent per pound, together with 
long-established commercial relationships, is sufficient largely to 
inhibit such action, 
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It is clear, from the table, that, even in 1963, when the 
world free market price was higher than the unit return from quota 
sales to the U.S.A., B.P. suppliers fulfilled their commitments to 
the U.S.A. almost in total; the shortfall of 10,000 tons represented 
only 1.3 per cent of the final adjusted quotas, in a year of world- 
wide shortages of supplies of raw sugar. Moreover, the combined 
final adjusted quotas for B.P. suppliers were actually more than 25 
per cent higher in 1963 than in 1962. Thus, although their return, 
f.o.b.s. Caribbean, was 1.23 U.S. cents a pound less on sales under 
the U.S. Sugar Act quotas, Commonwealth suppliers considered their 
quovas2o pe more Valuable, in the longer run. 


During the period 1960-69, Canadian imports of sugar from 
Commonwealth Caribbean suppliers declined sharply, from an average of. 
more than 300,000 short tons per year in the early 1960's to less than 
200,000 tons per year towards the end of the decade, During the same 
period, Commonwealth Caribbean countries continued to export sugar to 
the UsovA.. to the, limit of their quotas under the U.S. Sugar Act. Of 
COUTSe, sas thie preceding table indicates, the returmm, 1.0.)b.s, 
Caribbean, was very much higher for exports to the U.S.A. than to 
Canada, in most of this period, 


The Canada-West Indies Trade Agreements 


In 1912, Canada and the British West Indies, as these 
territories were then collectively known, entered into their first 
trade agreement. Other trade agreements between Canada and the 
Westplidies were signed in 1920 and 1925. The latest, the agreement 
signed in 1925. was brought into effect«*in 1927 by "The Wést Indies 
Trade Agreement Act, 1926." The Act dealt with Canadian trade relations 
with Bermuda, British Honduras and British Guiana (now Guyana), as 
well as the islands of the Commonwealth Caribbean area more commonly 
thought of as the British West Indies. This Act was not incorporated 
into the Revised Statutes of 1952 but it was not repealed and is 
Sti llsin torce, in addition, Canada has signed a Protocol to’ be 
discussed later in this section. 


The Agreement was concerned with many commodities traded 
between Canada and the West Indies, but the products under review in 
this Reference were of major concern. The first paragraph of Schedule 
A of the Agreement, as enacted, established a preferential margin of 
$1.00 per hundred pounds for sugar between 95° and 96° polarization 
imported under tariff item 135; other preferential margins were 
specified for higher or lower degrees of polarization, Schedule A 
of the Agreement also provided that refined sugar, or more specifically, 
sugar as defined under tariff item 134 as it was then worded, should 
receive a preference of not less than 25 per cent of the duty charged 
On lOreien sugar, 


These provisions of the Agreement were given effect by 
modifications to the terminology and rates of duty of tariff items 
134 and 135 (now 13400-1 and 13500-1); the changes are given in 
Hepat. id wie Appendix to this report entitled "Teriit History". The 
Agreement is the historical basis for the $1.00 per hundred pounds 


preference accorded to 96 raw sugar from other British countries 
besides the West Indies; Section 5 of the Act provided for the 
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extension of this preference to these countries. 


The Agreement also provided, in Article I, that, with 
certain specified exceptions, including an exception for sugar which 
was the subject of special mention in Article II and Schedule A, goods 
the produce of the West Indies should not be subject to duties greater 
than 50 per cent of the duties imposed on similar goods under the 
General Tariff. This provision is given force in Canadian legislation 
by Section 9 of the Customs Tariit. . laritioivens 13505-1137 05-1, 
14000-1 and 14005-1 come within the ambit of Section 9 in that they 
bear B.P. rates of duty greater than half the General rate and, as 
such, they include goods which, because of the Agreement, could be 
admitted from the West Indies at less than the B.P. rates set ‘out in 
these tariff items. However, they do not appear to be of economic 
importance to the West Indies; in 1969, no goods from any West Indies 
country were entered under any of the four tariff items noted above. 


A high-level Conference of representatives of Canada and of 
the West Indies took place in Ottawa, in July of 1966, which resulted 
in.a. Protocol to, the Trade Agreement of I025. sine Provocol, among 
other determinations, agreed that the respective countries would 
work together to secure "an appropriate and effective price range 
under a new International Sugar Agreement"; the Protocol also esta— 
blished a Commonwealth Caribbean-Canada Trade and Economic Committee, 
After a number of meetings of this Committee the Chairmen issued a 
report which included the following sentences as Paragraph 5: 


“Considerable attention was given to the problems faced by 
the Commonwealth Caribbean sugar producers in their sales 
of sugar to Canada. Canadian representatives offered, 
subject to the necessary international waivers, to extend 
to Commonwealth Caribbean countries and territories col- 
lectively a tariff-—free quota for raw sugar, the quantity 
being equal to the average volume of Commonwealth Caribbean 
sales to Canada over the past five years. This was in- 
tended to provide an opportunity for them to maintain 
their traditional sales to the Canadian market and enhance 
the return to their producers, In addition, the Canadian 
representatives indicated their willingness to work towards 
an effective International Sugar Agreement with a price 
range that would yield a fair return to producers and would 
be equitable to consumers, The Canadian representatives 
indicated their expectation that the price benefits of the 
elimination of the.need to pay the BP Tariff rate of 2<9¢ 
a cwt would accrue to Commonwealth Caribbean suppliers. It 
is not the intention of the Canadian authorities to 
allocate.the tariff—free quota between Commonwealth Caribbean 
suppliers. Any arrangements in this regard would be for the 
Commonwealth Caribbean suppliers to work out among them- 
selves,” 


The offer by Canadian representatives refers to a "Canadian 
Government Proposal on sugar'' which had been submitted to the Trade 
Committee, The text of that Proposal follows: 
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"Canadian Government Proposal on Sugar" 


"The Canadian Government proposal regarding raw sugar 
imports from the Commonwealth Caribbean countries and ter-— 
ritories is to provide on a unilateral basis duty free 
entry for a quantity of raw sugar equal to the average of 
such imports for. the last five years. 


This would mean the abolition for such countries and 
territories only of the present British Preferential Tariff 
rate of approximately 29¢ a cwt. Any allocation of this 
tariff quota would be a matter for the Commonwealth Carib-— 
bean Governments. 


This tariff quota would, of course, be a new tariff 
preference and could not therefore be implemented before 
a waiver was obtained from the no-new preference provisions 
of the GATT. Releases would also be required from the 
Australian, South African and United Kingdom Governments with 
whom Canada has trade agreements involving obligations con-— 
cerning the Canadian tariff on raw sugar. The Canadian 
Government will be prepared to use its best endeavours 
with the Canadian sugar refiners to ensure that the amount 
of the tariff free quota is in fact taken up each year 
and that the full benefit of the additional margin of 
preference is received by the West Indian producers." 


(Final Communiqué of the Commonwealth Caribbean — Canada 
Conference, July 6-8, 1966) 


The intended direct beneficiaries of the proposed tariff- 
free quota were apparently the commercial suppliers of Caribbean 
sugar to Canada. For the quota volume of sugar the proposal would, 
in effect, increase the preferential margin from $1.00 to $1.29 per 
hundred pounds over M.F.N. sugar. The statement that Canadian re- 
presentatives expected that the benefits "would accrue to Commonwealth 
Caribbean suppliers" suggests that, in the Canadian proposal, it was 
intended that the additional preferential margin of 29 cents per 
hundred pounds would accrue to Caribbean suppliers who would receive 
their traditional 75 cents per—hundred—pound—premium over the world 
price, plus the extra 29 cents, for a total premium of $1.04 per 
hundred pounds, 


Whether such a distribution of the margin would have been 
achieved in practice became academic because, owing to opposition from 
members of GATT, the proposal, in its original form, was not im- 
plemented. The Proposal, in modified form, finally took shape, in 
1967, as a program under which amounts of money substantially equivalent 
to the duties collected in Canada on sugar received from the Commonwealth 
Caribbean were paid out each year to the Governments, instead of the 
commercial sugar suppliers, of the countries from which the sugar was 
exported; statements made at the public hearing indicated that at 
least some of this money was distributed to the commercial suppliers 
of sugar. (Vol. 6, p. 914). The volume of exports forming the basis 
for calculation was subject to the limit represented by the average 
Commonwealth Caribbean sales to Canada over the previous five years. 
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Under this program the following amounts of money were 
paid to the Commonwealth Caribbean Governments in the four years, 


1967 to 1970. 


1967 “ $1,126,904.95 
1968 - 1,148, 259.63 
1970 - 262, 19060) 


This program did not, have.the effect, of incréasinesthe 
flow of sugar from the West Indies to Canada, Average production 
of sugar in the West Indies, in the three years 1967-69 was almost 
the same as the average in the five years, 1961-65, but exports to 
Canada declined sharply in 1967 and even more sharply, in 1969; 
average annual exports to Canada, 1967-69, were about one-half the 
quantity exported annually, 1961-65. In 1970, Canadian imports from 
the B.P. Caribbean fell to the lowest in several decades and totalled 
only 53,000 tons. Thus, the volume of eligible sugar was insufficient 
to fill the quota in the Canadian undertaking and, as exports declined 
sharply, the amounts paid to the Commonwealth Caribbean countries also 
declined. Although these countries could obtain $1.04 per hundred 
pounds more from sales to Canada than from other sales in the free 
market, the higher prices available for sugar sold under the Uo. 
Sugar Act and the, Negotiated Price Quotas, were an even greater 
attraction, 


Towards the end of 1969 an offer was made by Canada to the 
Commonwealth Caribbean countries to create a special agricultural 
development fund of $5,000,000 to replace the program, At the moment, 
interim arrangements prevail and discussions with the Governments 
concerned are continuing. 


Other Bi-lateral Agreements 


Two additional bi-lateral agreements have been brought to 
the Board's attention as having a bearing on the importation of sugar 
into Canada, A Trade Agreement signed in 1960 between Canada and 
Australia continued the provisions of an earlier Agreement, in effect 
since August 1931; the latter had continued some of these provisions 
from an agreement effective in 1925. The 1925 Agreement extended 
British Preferential treatment to Australian sugar, for the first 
time and, in so far as tariff item 135 was concerned, bound the then 
existing margins of preference, ‘ 

The 1931 Agreement provided, for Australian sugar entering 
Canada under tariff item 135 (now 13500-1) 


"Sugar above No. 16 Dutch standard in colour when 
imported or purchased in bond in Canada by a recognized 
sugar refiner, for refining purposes only, under regu- 
lations by the Minister, when exceeding 98 degrees, but not 
exceeding 99 degrees polarization, per one hundred pounds 
ie Lae ee 


Canada also undertook to maintain at least the actual dif- 
ference between this rate and the rates under the Intermediate and 
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General Tariffs. This concession, originally an extract from tariff 
item 135, was almost immediately extended to all British Preferential 
countries and was incorporated into the Customs Tariff as item 135b., 
In 1955, item 135b became part of item 135, at the rates contemplated 
by the 1931 Agreement. The 1960 Agreement renewed the concession and 
specified that the margin between the B.P. and M.F.N. rates should be 
$1.15966 per hundred pounds (the existing margin). This provision 

of the agreement now appears as tariff item 13500-2. The specified 
rate and the margin of preference may be changed only after the 
consultative procedures noted in the Agreement. However, no other 
provisions for sugar or other products of this Reference are now 
bound to Australia, 


A Trade Agreement between Canada and the Union of South. 
ATrice saineer. ectman 935,15 still.an force, It “cound the B:P. “rates 
already applicable to South Africa and undertook that, on a range of 
products, largely agricultural, the then existing margins of pre- 
ference would be maintained, The tariff items affected include all 
sugar and molasses items of this Reference, It is under these pro- 
visions of the 1933 trade agreement that Canada continues to apply 
the British Preferential Tariff to goods imported from the Republic 
of South Africa, even though it is no longer a member of the Common- 
wealth. 


The Republic of South Africa is the only known non-—Common- 
wealth country to which the benefits of the British Preferential 
tariffs on sugar and molasses are extended, It is also believed to be 
the only major sugar-producing country which, having the advantage 
of the BVP. tariff on sugar sold to Canada (and to the U.K.) lacks 
the advantage of access to the United Kingdom Negotiated Price Quota 
market. Because of this situation and because South Africa has only 
a small quota for the export of sugar to the United States, Canada 
has become a very important market for South African sugar. Since 
about 1963, Canada has been the principal premium—price market open to 
that country. 


The General Agreements on Tariffs and Trade 


Canadian commitments under GATT have had relatively little 
impact on the sugar industry. As reflected in the footnotes to the 
relevant items, GATT negotiations in 1948 resulted in the binding of 
the rates on sugar entering under tariff items 13400-1 and 13500-l1 to 
levels no higher than those that existed in 1939 but this Agreement 
does not bind the nomenclature of the items, The effect of these 
commitments is that the nomenclature and rates can both be revised if 
to overall incidence of the duties is not affected. A GATT binding 
of the existing M.F.N. rate on certain cane molasses, as an extract of 
item 13600-1, has been in effect since 1950. One of the items in this 
Reference, item 13650-1, was enacted in 1968 as a result of Canadian 
tariff concessions in the Kennedy Round of GATT negotiations, The 
beet molasses, classified since January 1, 1968, under this tariff 
item, had previously been dutiable at the higher rates of tariff item 
14000-1., 
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TARIFF CONSIDERATIONS 


In what follows, the proposals relating to raw and refined 
sugar, that is, tariff items 13400-1, 13405-1, 13500-1, and drawback 
item 97050-1, are discussed. The proposals regarding molasses, 
syrups, invert sugar, molasses powder and shredded sugar cane are 
discussed in later sections of the report; these products are imported 
under tariff items 13505-1,, 13600-1, 13650-1,, 13'700-1,. 13705=1, 
14000-1, and 14005-1. 


~*~ 


All of the tariff items are shown, in full, in the appendix 
entitled oi Yarifreaiiistory': 


The two most important tariff items within the terms of this 
Reference are items 13400-1 and 13500-1. Item 13500-1 relates to the 
lighter-coloured sugars (above No. 16 Dutch standard) when imported or 
purchased in bond in Canada by a recognized sugar refiner, for refin- 
ing purposes only, and to all darker-coloured sugars, not above No. 16 
Dutch standard (D.S.) in colour, regardless of the intended use; item 
13400-1 covers all refined sugars and all sugars above No. 16 Dutch 
standard in colour, not covered by tariff item 13500-1, that is, other 
than those imported by a recognized refiner for refining purposes only. 
Raw sugars not exceeding No. 16 D.S. would ordinarily have to be 
refined to make them suitable for direct human consumption but they 
can be used without further refining for some industrial purposes. 


Tariff items 13405-1 and drawback item 97050-1 both relate 
to sugar for use in the manufacture of wine. The former covers all 
Sugars, including imported refined sugar, used in the manufacture of 
wine; the latter provides for drawback of duty paid on raw sugar 
imported other than under the General Tariff and used by a recognized 
sugar refinery in the production of refined sugar used in the manufac- 
ture of wine. 


Table 50: Imports of Sugar and Sugar Products, by Tariff Item, 


wire th. te AOOSO 7. onium ae Jimamguned Palen cee eee ae a 


1968 1969 1970 
Baer Bt soll. Bates Mi Bale Bak: M.F.N. 
- thousand dollars - 

13400-1 Palle 18 16 62 96 58 
ag il ) - fons - 119 als. 703 
13500-1$7? 4,098 1,693 AE OO Hiei 78,249 6,276 
13505=1 LO ~ 10 2 Z - 
13600-—1 rapes ts) Toe Ay 53 790 821 2,167 
13650-1 - - = 2h - 169 
13'700-1 LDU 686 DOL 155 1,085 509 
13'705-1 - 6 - LO ~ Pain 
14000—1 61 62 Lh 13 30 h2 
14005=1 - - - - - - 


(a) Includes imports under 13500-2 


source: DBS 
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In terms of the value of imports, tariff item 13500-1 is by 
far the most important item within the terms of this Reference. The 
value of sugar imported by refiners for refining purposes, exceeds 
the total value of imports under all of the other items combined, by 
a very wide margin. In the three years, 1968-70, imports under item 
13500-L accounted for more than 90 per cent of the total value of 
amports under all of the tariff items within the terms of this Refer- 
ence. Apart from tariff item 13500-1, only imports under the items 
relating to molasses (136001) and 13'700-1) are of significant economic 
importance in most years. About 90 per cent of the total imports under 
the items within the terms of this Reference and 93 per cent of the 
imports under item 15500-1, were under the B.P. Tariff, in the three 
years, 1968-70. 


Items 13400-1 and 13500-1 include long schedules of rates 
beginning with the rates of duty for sugars when not exceeding 76° in 
item 13500-1 and those not exceeding 88° in item 13400-1, and progres- 
sing by single degrees of polarization, to sugars exceeding 99°. As 
noted in an earlier section, the average polarization of sugars impor- 
ted in 1969 was approximately 98.5° and only three of the 567 cargoes 
imported in the five years between 1965 and 1969 were less than 96° in 
average polarization, two of which were damaged cargoes. Moreover, 
all of the proposals for changes in the schedules of rates were based 
on equal differentials per degree of polarization throughout the pro- 
posed range below 96° and, therefore, the rates of polarizations below 
96° can be readily calculated. Thus, it seems unnecessary to reproduce 
the long schedules of rates included in most of the proposals. The 
range of polarizations most important to this Reference is that from 
96° and higher, and it is only this range which will be examined in 
what follows. 


Tariff Items 13405-1 and 97050-1 


Tariff item 13405-1, "Sugar for use in the manufacture of 
wine} bears ‘rates of 1.09 cents, B.P., and 1.89 cents, M.F.N., per 
100 pounds. These rates are exactly one per cent of the B.P. and 
M.F.N. rates for refined sugar exceeding 99° under item 1300-1 and 
are the lowest rates which apply to either raw or refined sugar. 


The Canadian Wine Institute informed the Board that tariff 
item 13405-1 was quite satisfactory in its present form and urged that 
it be continued, without change, as a separate item. A111 others who 
made representations to the Board also indicated that they proposed no 
change in either the wording or the rates of duty under this item. 


Canadian wineries used from 19 to 22 million pounds of raw 
sugar and from 6.8 to 9.2 million pounds of refined sugar, annually, 
between 1965 and 1969; in 1969, they used about 4.6 million pounds of 
invert sugar which is included with the refined sugar, above. The 
Canadian Wine Institute informed the Board that winery purchasing 
agents' specifications for raw sugar are for cane raws with a polar- 
ization of 98° or higher. The Institute spokesman said that member 
companies import raw sugar directly but purchase refined sugar from 
Canadian refiners; by virtue of the provisions of drawback item 9'7050-1 
on these refined sugars, wineries are entitled to a drawback of 99 per 
cent of the duty paid on the raw sugar used in their production, pro- 
vided that the raws were not imported under the General Tariff. 

Mist. 6, o. TyOl, 1A0Z) 
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Apart from grapes and wine containers, sugar is the most 
important material used by wineries, from the standpoint of cost. 
Because prices of sugar vary greatly from year to year, the ratio of 
sugar costs to total material costs also varies greatly; in 1968, 
when sugar prices were low, sugar was about nine per cent of the total 
costs of materials, compared with 17 per cent of the total, in 1964, 
when prices of sugar were high. 


Several briefs noted that no change was proposed for either 
the wording or the rates of duty of item 13405-1, but included no 
further comment regarding the item. The one brief which did comment 
on this subject was that of Atlantic Sugar. Vig aele ete 499) The 
company noted that the Customs Tariff has provided for sugar used in 
the manufacture of wine, in various items, since 1931. The brief 
stated: 


nfThis special. concessionuto wineries. having-existed, for 
thirty-eight years has no doubt been built into the economy 
of the industry to the extent that its discontinuance would 
be harmful. We submit however that any extension of the 
principle of giving selected industries access to practic— 
ally duty free sugars is inconsistent with the general 
intent of the Customs Tariff on sugar." (Vol. 4, p. 499) 


The Canadian Wine Institute also proposed that item 9'7050-1 
be retained in its present form. (Vol. 8, p. 1401) The item is 
worded as follows: 


"Raw sugar, imported other than under the General Tariff. 
When used by a recognized sugar refinery in the production 
of refined sugar used in the manufacture of wine.", 


and provides for 99 per cent drawback of the duty payable. 


There was no opposition to the proposal of the Institute 
respecting item 97050-1 and, apart from the comments of Atlantic Sugar, 
noted above, there was no discussion of the proposal. 


There are no published data regarding the amounts of drawback 
of duty paid under the provisions of item 97050-1. However, Canadian 
wineries used between seven and nine million pounds of refined sugar, 
annually, in recent years and, presumably, wineries have claimed the 
drawback on the raw sugar used in their manufacture. Assuming the use 
of 97,5° M.F.N. raws, claims would have varied from about $95,000 
to $13Q 000 annually, in the past five years. As explained in an 
earlier section Canadian refiners charge the same prices for refined 
sugar regardless of the origin of the raw sugar used. Therefore, there 
is an advantage to anyone entitled to drawback of duty to claim the so- 
called "long drawback", that is, on M.F.N. raws. By doing so, they can 
claim on the M.F.N. duty payable and, on 97.5° raws,would receive a 
drawback of $1.34 per hundredweight used, instead of $0.30 per hundred- 
weight if the claim were based on B.P. raw sugar. 


Although not directly related to items within the terms of 
Reference 146, C. & D. urged that the administration of the regulations 
under the Customs Act, which apply to drawback of duty on goods exported 
from Canada, should be changed to permit claims on a company basis 
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rather than on a plant basis. Such a change would allow C. & D. to 
supply B.P. sugar to industrial users from its Toronto refinery and 
to ‘covert claims of drawback under the M.F.N. Tariff, with M.F.N. 
sugar stored at its Montreal plant. Under the existing administra- 
tion C. & D. would have to transfer M.F.N. sugar from Montreal to 
Toronto, to permit its customers to claim the long drawback. (Vol. 1, 
pee de9s 30, 131) 


The Canadian Beekeepers! Council requested the "Removal or 
Draw-back of Tariff on Sugar -- when used for Bee Feed", (Vol. 8, 
D: 1395) The brief does not make clear what is intended by the refer- 
ence to drawback, but the principal intent of the proposal appears to 
be for free entry or lower rates of duty on sugar used in feeding bees. 
The Council's brief noted that approximately six million pounds of 
sugar is fed to bees, annually, in the form of refined white sugar, 
liquid invert and "Drivert", a trade name for crystalline dextrose. 
The sugars are used to support bee colonies over winter and to stim- 
late their rapid development. 


The Proposals Regarding Item 13400-1 and 13500-1 
Proposals Regarding Nomenclature 


The discussion of the proposals to the Board relating to the 
nomenclature of items 13400-1 and 13500-1 was almost entirely concerned 
with the provision of a substitute for the Dutch standard of sugar 
colour. This issue was complicated by the fact that, under the exist- 
ing tariff items, sugars not exceeding No. 16 D.S. in colour can be 
imported only under tariff item 13500-1, whether or not for further 
refining. 


Up to 1958, the Dutch standard consisted of a series of 
samples of sugars varying from very dark (No. 7) to almost colourless 
(No. 25); these provided a basic standard against which samples of 
raw sugar could be compared; the greater the content of impurities of 
the sample, the darker its colour and the lower the Dutch standard 
colour number. The Dutch standard was a somewhat subjective measure, 
in that it involved a comparison, by visual examination, of a sample 
of raw sugar with that of a standard sample, the Dutch standard. 
Also, the standard samples darkened with time and new standards had 
to be obtained, annually. Since 1959, Dutch standard samples have 
not been available, but the standard was considered to be an obsolete 
measure of the quality of raw cane sugar, long before that. 


Although many hours of discussion were concerned with a 
variety of proposals regarding what level of contained sulphated ash 
would correspond to No. 16 D.S., the principal concern of the refiners 
was not with a colour standard, of itself, but with a means of ensuring 
that the lighter-coloured sugars would continue to be dutiable at the 
higher rates of item 13400-1 when not imported by refiners. The 
refiners believed that these lighter-coloured raw sugars would compete 
with sugar products sold by refiners for industrial use, if they could 
be imported at the lower rates which now apply to raw sugars imported 
for refining purposes only. 
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On the fourth day of the public hearing, the refiners gener- 
ally agreed on the following wording for items 13400-1, 13405-1, and 
13500-1: 


"Ttem 13500-1: Sugar when imported or purchased in bond 
in Canada by a recognized sugar refiner, 
for refining purposes only, under regula- 
tions by the Minister:... 


"Ttem 13405-1: Sugar, for use in the manufacture of wine ... 


"Item 13400-1: All sugars of whatever kinds, grades or 
standards not otherwise provided for ..." 


(Vols "hype 579F Seb) 


Under the proposed wording, sugar not exceeding No. 16 D.S., 
when imported by non-refiners, would be entered under item 13400-1 
instead of under item 13500-1, as at present and would be dutiable at 
the higher rates of duty which would apply to such imports under item 
13400-1. No objections were raised by others, present at the public 
hearing, to the proposed deletion of references to the Dutch standard 
of colour nor to the proposed changes in the wording of items 13400-1 
and 13500-1, but, as noted later, there was considerable disagreement 
in respect of the rates relating to these items. 


A spokesman for Atlantic Sugar estimated that sales of raw 
sugars not exceeding No. 16 D.S., by refiners, amounted to about one 
million pounds annually (Vol. 4, p. 512, 567); apparently, this esti- 
mate was based on earlier statements by St. Lawrence that it was sel- 
ling such quantities, annually, mainly for use in meat packing, canning 
and the manufacture of animal feeds. (Vol. 3, p. 341) The remarks of 
the Atlantic spokesman indicated that his company sold no raw sugar 
but C. & D. had stated, earlier, that it sold some darker raw sugars 
for tobacco processing, meat curing and feed manufacturing. (Vol. 1, 
p. 191, 195) None of the other refiners present at the hearing regis- 
tered any disagreement with the estimate of one million pounds although 
this is obviously an understatement. However, even if the estimate 
were understated by one-half, the amount of sugar represented would be 
only two million pounds, or less than one-tenth of one per cent of the 
estimated total sugar consumption in Canada of 2,151 million pounds, 
invhg7e% 


If this were the extent of the potential threat to Canadian 
refiners, there would appear to be little reason for two tariff items 
both of which relate to raw sugar at levels of polarization not exceed- 
ing 99°, one for refiners and the other for 'non-refiners' excepting 
wineries. There would appear to be even less reason when it is taken 
into account that, with the exception of raw sugar used in the manufac- 
ture of wine, refiners act as middlemen in transactions involving the 
sale of raw sugar not exceeding No. 16 D.S.; though they store, bag 
and handle these sugars, the sugars undergo no refining. Refiners also 
act as middlemen in any sales of lighter-coloured raws, including semi- 
refined sugars such as plantation whites, but sales of such higher 
quality raws to industrial users other than wineries appear to be 
negligible or non-existent. 
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The subject of the nomenclature of items 13400-1 and 13500-1 
will be discussed further, in connection with the rate proposals. 


Rate Proposals for Tariff Items 13400-1 and 13500-1 


The rates proposed for tariff items 13400-1 and 13500-1 are 
related to the wording proposed for these items; because item 13500-1 
covers the principal raw material of the sugar of item 13400-1, there 
is also a relationship between the rates of duty under the two items. 


Four main groups of interests submitted rate proposals to 
the Board, relative to the two items: Canadian refiners of cane sugar, 
Canadian beet sugar factories and producers of sugar beets, Canadian 
consumers of sugar, and suppliers of cane sugar to Canada; the submis-— 
sion of Mr. R.W.M. Austin is difficult to categorize and is dealt with 
separately. 


As noted, many of the proposals included long schedules of 
rates, but only the rates applicable to polarizations of 96° and 
higher will be shown; and, because there appeared to be general agree- 
ment on the wording of items 13400-1 and 13500-1, the agreed wording 
Willkmot be repeated in each’ proposal. -For convenience, item 1300-1 
will sometimes be designated as that which covers refined sugar and 
item 13500-1, as that which covers raw sugar; although these designa- 
tions are not precise, they avoid the continuous repetition of the 
wording given earlier in this section. Also, because it is easier to 
assess the rates proposed for refined sugar in relation to the rates 
proposed for raw sugar, item 13500-1 will be treated before item 13400-1. 


Rate Proposals for Item 13500-1 


The cane sugar refiners, with the exception of B.C. Sugar, 
Propose  fireeventryior lowiraves for raw sugar under the B.P. Tariff 
and varying rates under the M.F.N. Tariff. B.C. Sugar, the beet sugar 
factories, the sugar beet producers and the: farm organizations, all 
urged the retention of the existing rates of duty under item 13500-1. 
The proposals for rates different from those of the existing tariff 
are tabulated below. 


Polarization in Degrees 


96" vi pas 998 Over 99° 
bolas im osnts per si00: ib, 


Proposed by: 


Atlantic O O O O 109 
G26: Dy O O O @) 109 
Cartier O O O O 109 

St. Lawrence feb Ley Lee 4.9 5.0 
Existing rate 23372 29.688 30.664 31264 35.606 

M.F.N. & General rates in cents per 100 lb. 

Atlantic 60.0 61.0 62.0 63.0 189 
OfeeeD, 100 102.567 TOs 13h 115.966 189 
Cartier We 75 ie ie ahs) 

St. Lawrence WS se 79.9 81.6 e303 85.0 
Existing rate 128.712 132.255 1S ge 147.606 147.606 


Sore a oie ep eecds, eye seO Vol 3p. A593 Volis hop. 185 
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The B.P. rates proposed by Atlantic, C. & D., and Cartier, 
for sugar for refining exceeding 99°, are the existing B.P. rates for 
refined sugar of this polarization under item 13400-l1 and also, the 
rates which these companies proposed for refined sugar under item 
13400-1. The M.F.N. rates proposed by Atlantic, C. & D., and Cartier, 
for sugars not exceeding 99°, differed considerably, as the table 
indicates. The retention of the existing B.P. and M.F.N. rates was 
proposed by B.C. Sugar, by its subsidiary beet sugar companies, 
Canadian Sugar Factories Limited and The Manitoba Sugar Company 
Limited, by the Raffinerie de Sucre de Québec, by the Canadian Sugar 
Beet Producerst Association, and by the Union Catholique des Culti- 
vateurs. 


St. Lawrence Sugarts rate proposals were based on the for- 
mula "available sucrose is equal to 2P-100"; for a change of one per 
cent in the available sucrose, the company proposed a change of .05¢ 
in the B.P. rate and of .85¢ in the M.F.N. rate, the rates at 100° 
polarization being five cents, B.P., and $5 cents, MJF.Nisand General, 
per 100 pounds ....(Vol. 125 pe BL, 31550319) 


Unlike the proposals of others, that of Cartier involved no 
progression in M.F.N. rates for raw sugars not exceeding 99°; the 
company proposed. rates of Pree, B.P. andp/oncenuss) Mel <Na pene10G 
pounds, for all sugar not exceeding 99° polarization. (Vol. 3, p. 


435) 


Canadian consumers’ interésts were represented at Lhe public 
hearing by the Canadian Industrial Sugar Users, on behalf of the 
principal manufacturers of sugar-containing products and by the Con- 
sumerst Association of Canada, which represented the interests of 
non-industrial Canadian consumers. The Industrial Sugar Users urged 
duty-free entry into Canada, for sugars and syrups, under all Tariffs. 
The Consumerst Association of Canada proposed free entry for raw 
sugar under, the B.P. Tarifi and: a reduction insthe,M WN. raten"sovds 
to give the original West Indian and other Commonwealth producers the 
same effective margin of preference" on raw sugar "that they now 
enjoy..."™. (Vol. 9, p. 1618, 1619) In answer to questions, the 
spokesmen for the Association indicated that the group had in mind a 
reduction of the existing M.F.N. rates on raw sugar to about 15¢ or 
25¢.per 100 pounder) (Vols, 932n..1635) 


The suppliers of B.P. raw sugar to Canada were unanimous in 
proposing that no change should be made in the British preferential 
margin in the rates of duty under item 13500-1 and some said that the 
margin should be made larger. The West Indies Sugar Association (Inc. ) 
was concerned that the B.P. rates not be reduced, because the duty 
collected by Canada on imports from the West Indies is the, basis for 
grants to these countries. (Vol. 6, p. 877, 878) However, its spo- 
kesman agreed that he would have no objection to free entry under the 
B.P. Tariff if the amount of aid were not affected. (Vol. 6, p. 969). 
All other B.P. suppliers were concerned only with the margin of 
British preference, Mauritius, The Queensland Sugar Board (on behalf 
of the Australian sugar industry), the Colonial Sugar Refining Co. 

(on behalf of the Fiji Sugar Industry), the Swaziland Sugar Associa-— 
tion, the South African Sugar Association, and the Uganda Sugar 
Manufacturers Association, all urged that the existing British pre-—- 
ferential margin in the rates of duty for raw sugar, under proposed 
item 13500-1, should not be lessened and, preferably, should be made 
een (Vol. 6, pe 9ElraVole. 7, p., 1050.01 co. ee eGeee eo ec eee 
De si 25 
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Cuba urged that it, and other M.F.N. suppliers, be given 
greater opportunity of access to the Canadian market for raw sugar by 
changes in tariff item 13500-1. The gist of the Cuban presentation, 
in its brief and in answer to questions, was that the British prefer- 
ential margin under item 13500-1 should be eliminated or decreased; 
the Cuban spokesman also urged that the existing ‘jump! in M.F.N. 
rates, for raw sugar exceeding 98°, should be eliminated so that 
M.F.N. supplies of higher polarization sugars would not be discouraged 
from being imported. (Vol. 8, p. 1265, 1274) Atlantic Sugar and 
St. Lawrence supported the latter proposal (Vol. 8, p. 1291, 1335) as, 
in effect, did Cartier, by its rate proposals. 


R.W.M. Austin proposed that Canada adopt a "National Sugar 
Policy" whose principal features would be similar in many respects 
to the provisions of the U.S. Sugar Act. It would require the elimin-— 
ation of all existing duties on sugar and its products and the intro- 
duction of a system of import quotas for raw sugar based on estimates 
of probable consumption. _These quotas would be established in bilat- 
eral agreements with certain less-developed countries "on an equitable 
Diors etnaves, wa premium ~prices relative to those of free market 
sugar. He also proposed that encouragement be given to domestic sugar 
beet production to achieve the maximum of 20 per cent of domestic con- 
sumption permitted under the 1.5.A. and the establishment of small 
refineries capable of processing both sugar beets and raw cane sugar 
at several locations across Canada. Mr. Austin's proposals are largely 
beyond the terms of Reference 146; the establishment of the National 
Policy visualized by Mr. Austin would require much broader terms of 
reference than has been given the Board for this investigation. 


Rate Proposals for Item 13400-1L 


The proposed rates of duty for the new item 13400-1, essen- 
tially refined sugar, were less varied than those proposed for raw 
sugar for refining purposes. With the exception of St. Lawrence Sugar, 
all of the cane refiners proposed that there be no change in the exist- 
ing rates of duty. The beet sugar factories, the beet sugar producers 
and the farm organizations, also urged that the existing rates remain 
unchanged. All of the above proposals would retain the present sched- 
ule of rates according to the polarization of the sugar. The submis-— 
sion of St. Lawrence Sugar differed from the above in that the company 
proposed rates of $1.09, B.P., and $1.62, M.F.N., per 100 pounds, for 
all sugars entered under item 13400-1, regardless of polarization. 
Maree. 7.3215) 


The Canadian Industrial Sugar Users urged free entry for 
sugar under all tariff items relevant to this Reference and, thus, for 
sugar imported under item 13400-1. The Consumers’ Association of 
Canada requested the Board to give most serious consideration to sub- 
stantial reductions in the refined sugar duties and urged that the 
rates be reduced so as to ensure that the effective protection of 
Canadian refiners should not be increased as a consequence of any 
reduction in the rates of duty on raw sugar. (Vol. 9, p. 1618, 1619) 


No other rate proposals respecting item 13400-1 were submit- 
ted to the Board. The representatives of the sugar industries of a 
large group of supplying countries, who were present at the public 
hearing, noted, generally, that they were concerned mainly with the 
tariff items which might affect Canadian imports of raw cane sugar. 


Although they took part in the discussions, they made no formal 
proposals. 
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Although the Canada Starch Company Limited did not submit 
a formal brief to the Board, in a letter dated December 17, 1969, the 
company proposed that, 


"Tf duties are lowered or removed on refined cane sugar 
they should be lowered or removed on corn sugar. 


"If duties are lowered or removed on raw cane sugar they 
should be lowered or removed on our raw material corn." 


Because the tariff items involved in the proposals of the 
company are outside the terms of Reference 146, they are not dealt 
with in what follows. 
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The suggested wording for items 13400-1 and 13500-1 which 
was generally accepted by the various interests, would create two 
tariff items for sugar, one of which would cover sugar imported by a 
recognized refiner, for refining purposes only and the other, sugar 
imported by all others, excepting wineries. The new wording would 
include no reference to the obsolete Dutch standard nor any reference 
to an alternative standard based, for example, on the sulphated ash 
content of the sugar. 


The proposals involving changes in the rates of duty under 
either of the two items would affect the "net protection" of Canadian 
refiners and the preferential margin; as noted later, the rates pro- 
posed for raw sugar exceeding 99° could have serious effects on the 
suppliers of high polarization sugars. The proposed change in the 
wording of the items would, of course, affect the rates at which sugar 
not exceeding No. 16 D.S. is dutiable. When imported by others than 
refiners, such sugar is now entered at the same rates as when imported 
by a recognized refiner; under the proposed change in wording, these 
darker sugars would be dutiable at the higher rates of proposed item 
1300-1. The result would be that the B.P. rates which apply to such 
sugars would be increased by almost 24 times when purchased by others. 
It is unlikely that raws of M.F.N. origin would be purchased by an 
industrial user unless they were to be subject to drawback. 


Under the existing B.P. rates of items 13400-1 and 13500-1, 
industrial users can save a maximum of 77.36 cents per 100 pounds, in 
duty, on purchases of raw sugars not exceeding No. 16 D.S. froma 
refiner; this is the difference in the B.P. rates under the two items 
for sugar over 98° but not over 99°. However, the rates proposed for 
the two items, by all cane refiners except B.C. Sugar, would increase 
the difference in duty by a substantial amount. Assuming free entry 
Por Pp. .ecugsr undertivem 3500-1, the difference in duty, for sugar 
of 98.5° polarization, under items 13400-1 and 13500-1, would vary, 
per 100 pounds, from approximately $1.04 (the St. Lawrence proposals) 
to $1.09 (the proposals of Atlantic, C. & D. and Cartier). 


Because raw sugar is a relatively cheap product, manufac- 
turers would probably continue to use it but would have to pay some 
75¢ more per 100 pounds because of the» revised wording and rates 
proposed for the two items -- and without any consequent benefits to 
refiners. It seems probable that the total annual use does not exceed 
two million pounds and, therefore, it is almost certain that users 
would continue to obtain their supplies of raw sugar from refiners. 
The smallest cargo reported to the Board in the five years, 1965-69, 
was about 3,000 tons or at least three times the annual quantity of raw 
sugar that was said to be sold by refiners to industrial users. 


B.C. Sugar, the Raffinerie de Sucre de Québec, together with 
the sugar beet producers and their supporters, proposed the retention 
of the existing rates for both items 13400-1 and 13500-1 and, there- 
fore, no change in the protection available to refiners nor in the 
British preferential margin. However, all of the other refiners 
requested lower B.P. rates of duty for sugar not exceeding 99°, when 
imported by recognized refiners. Because B.P. raws represent more 
than 90 per cent of the total imports of raw sugar for refining, the 
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effect of their proposals would be to increase the net protection 
available to refiners, ‘significantly. Moreover,-an so tareas tie 
existing preferential premium at 96° polarization, of approximately 

75 cents per 100 pounds, almost certainly exceeds such preferential 
premium as might be established by the interplay of market forces 
alone, any proposed reduction in the British preferential margins for 
item 13500-1 would also result in some lowering of the prices paid 

for raw sugar and, therefore, in a further improvement in the position 
of Canadian ‘refiners. 


The increase in the B.P. rate for raw sugars exceeding o0° 
proposed by Atlantic, C. & D. and Cartier, would place a clearly 
prohibitive duty on imports of B.P. sugar of such polarizations. 

Under the existing B.P. rates. of <item 13500-1, sugar exceeding gee 

but not exceeding 99° is dutiable at 31.64 ane and’ sugar exceeding 
99° is dutiable at 35.606 cents, per 100 pounds; the additional duty 
for the sugar exceeding 99° is 3.966 cents per 100 pounds. Under the 
proposals of Atlantic, iC. G&D. , sand (Carbber, clie (corresponding er. i: 
rates would be Free, for sugar exceeding 98° but not exceeding 99° and 
$1.09 for sugar Sone 99°, per 100 pounds. The additional duty of 
$1.09 per hundredweight for sugar exceeding 99" would prevent the 
importation of these high polarization sugars even though the proposed 
tariff item would apply to sugar imported by a recognized refiner, for 


relLininge purposes, only, 


As noted earlier, the contracts used by Canadian refiners, 
when purchasing raw sugar, provide that the additional duty on sugar 
exceeding 99° will be payable by the seller. At present, thist proviso 
involves a penalty of approximately four cents a hundred pounds; under 
the proposed change in rates, the penalty would increase to $1.09 per 
hundred pounds and would be extremely high. The discussion at the 
public hearing indicated that the polarization of a cargo of sugar may 
Ewe in the course of a long sea voyage and a polarization exceed- 
ing 99° could result from delays completely beyond the control of the 
seller, between the time of loading and of unloading a cargo. However, 
if the usual form of contract were in effect, the additional duty of 
$1.09 per 100 pounds, would be payable by the seller. On a cargo of 
15,000 tons, a frequent size shipped from Australia and South Airica, 
the penalty to the seller would amount to $327,000. 


The WON of the very largesproposed imerement an duty, "ior 
sugars exceeding 99° and the possible very large penalty which could 
result from their sale, would cause sellers to take every precaution 
not even to approach The limit and thereby, would deprive some Canadian 
refiners of access to high quality raws. Also, as the relative impor- 
tance of soft sugars continues to decline, Canadian refiners will 
probably require higher polarization raws than they have in the past. 


The St. Lawrence spokesman commented on this subject, saying: 


"We do not want raws exceeding 99° Pol. as they create 
problems in the manufacture of brown sugar. The tariff 
increment at this level is a convenient weapon to discourage 
them, but it does seem that we are using the tariff for a 
purpose for which it was not intended. It would be more 
logical to specify a Pol. limit in sour purchase” contracts 

and have a tariff scale based directly on available sucrose." 
(Vol sees Wee a) 
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The net effect of the refiners' proposals respecting the 
rates of duty under items 13400-1 and 13500-1 is shown in table 51, 
which follows. The B.P. rates of duty for raw sugar are used for 
these comparisons. M.F.N. raws are imported under item 13500-1 
mainly to permit the "long drawback" of duty by exporters of sugar- 
containing products and by refiners exporting refined sugar; almost 
all of the raw sugar used by refiners for the production of refined 
products consumed in Canada is entered under the B.P. Tariff. The 
table shows the net effect of the proposals. relative to both the B.P. 
and M.F.N. rates on refined sugar, however, the significant comparison 
anVelVes tue reves proposed Tor B.P.. raws.and Mf Ns refined... &,.&0., 
discussing the same subject, concluded that. "the M.F.N. rate ... isa 
sidvable figure for the calculation." (Vol. 1, p. 67) and St. Lawrence 
Sugar, in the same context, said, "Under present conditions the most 
likely of the above combinations is M.F.N. refined competing with 
domestic refined from B.P. raws ..." (Vol..2, p. 321) 


However, the best evidence that only M.F.N. countries might 
offer substantial competition to Canadian refiners is in the reassur- 
ances given by the spokesmen for B.P. countries which have refineries 
capable of producing high quality refined sugar. The statements of 
the spokesman for Colonial Sugar Refining, which controls exports of 
refined sugar from Australia and New Zealand (Vol. 3, p. 412, 413; 
Vol. 5, p. 678; Vol. 7, p. 1096, 1097), the representatives of Swazi- 
leno ance ove Arica. a Volo %: p, 1175: Vol. &, ». 12l2),eand. of the 
Wice-president of lave and Lyle, by far the largest British refiner 
(Vol. 8, p. 1305, 1306), made it clear that Canadian refiners need 
have no concern regarding substantial exports of refined sugar to 
Canada from their territories. Indeed, even the spokesman for Cuba, 
the country usually regarded as being the most probable source of 
exports of refined sugar to Canada, joined in these reassurances. 
(Vol. oe, f.. 1281) 


Table 51: Effect of Rate Proposals for Tariff Items 13400-1 
and 13500-1 on Apparent Net Protection of Canadian 
Refiners 


iixisting Proposed. by: 
Items a) Ktlantic- .C, .: D..’ Cartier #ct.. Lawrence 


em CONUS s per LUO. LDS, - 


Refined, pep, ®) 109 109 109 109 109 
98.5° Raws, B.P.4°) 31.64 eo 0 ria 1.9 
Net protection oO 109 109 109 104. 
Refined, M.F.N.6>), 189 189 189 189 162 
98.5 Raws, B.P, 6°) 31.64 tee el pad Led 
Net protection 157.36 189 189 189 Le 


(a) Retention of existing rates proposed by B.C. Sugar, Raffinerie de 
Sucre de Québec, Canadian Sugar Beet Producers! Association and 
Union Catholique des Cultivateurs 

(b) Rates proposed for item 13400-1 

(c) Rates proposed for item 13500-1 
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More than 75 per cent of the cargoes and probably more than 
80 per cent of the quantity of the raw sugar imported by Canadian 
refiners in 1969, ranged between 98° and 99° polarization; an even 
larger percentage than this would have been in this range in 1970 and 
1971, because of the decline in imports of the lower polarization, 
B.P. Caribbean raws. Thus, the 98. 5° raws used in the table are 
representative of a very Tapes proportion of the raw sugars actually 
used by Canadian refiners. As is clear from the table, the effect of 
most of the refiners' rate proposals would increase their apparent 
net protection, substantially; the proposals of B.C. Sugar in both 
areas of the table and those of St. Lawrence relative to M.F.N. 
refined would leave the net protection essentially unchanged. 


A comparison wes the rates proposed by the refiners for 
sugars not exceeding 99° but above No. 16 D. 2a shows a similar 
pattern. Under the existing tariff items, 98. 5° raws above No. 16 
D.S. are dutiable at 31.64 cents per 100 pounds, B.P., when imported 
by a recognized refiner under item 13500-1 and at $1.09, B.P., when 
imported by others, under item 13400-1. The resulting protection to 
the refiners is 77.36 cents per 100 pounds. In most refiners’ pro- 
posals the corresponding B.P. rates would be Free under item 13500-1 
and $1.09 under item 13400-1, with a resulting increase in the 
refinerst protection from 77.36 cents per 100 pounds to the 109 
cents per 100 pounds of their proposals. The refiners did not 
indicate why they required additional protection against imports of 
raw sugar although their discussions suggested that there were no 
imports of such sugars by non-refiners even under the existing lower 
rates. 


The proposals of the Industrial Sugar Users for free entry 
under items 13400-1 and 13500-1 would have an opposite effect on the 
refiners' net protection. Under the existing rates for these items, 
the net protection on refined sugars, as calculated in the above 
table, amounts to $1.5736 per hundredweight, using the B.P. rate for 
98.5° raws under item 13500-1 and the M.F.N. rate for sugar exceeding 
99° under item 13400-1. In the proposals of the Industrial Sugar 
Users, the net protection would be nought. 


It is more difficult to assess the effects of the changes 
proposed by the Consumers' Association of Canada. The Association 
proposed free entry for raw sugar under the B.P. Tariff and urged 
that the rates of duty on refined sugar be reduced so as to ensure 
that there was no consequential increase in the effective protection 
of Canadian refiners. Under the existing items and rates for sugar 
and its products, the effective rate of protection of Canadian 
refiners appears to have been relatively high, in 1969; had refiners 
been able to acquire raw cane sugar free of duty under the B.P. 
Tariff and had they not reduced their prices of refined sugar corre- 
spondingly, the effective rate of protection would have been even 
higher. 


The raw sugars imported in 1969 had an average polarization 
of 98.469 and would have been dutiable at 31.64 cents per 100 pounds 
under the existing B.P. Tariff; on the amount of 98.16° raw sugar 
required to produce 100 pounds of refined sugar, the duty would have 
been approximately 33 cents. Thus, the elimination of the duty on 
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B.P. raws would have required a corresponding reduction in the exist- 
ing rates of duty on refined sugar from $1.89 to $1.56, M.F.N. and 
from $1.09 to $0.76, B.P., per 100 pounds, if the effective protec- 
tion of the refiners were to remain unchanged. 


Effective protection is discussed again, later in the 
report. 


The proposals of all B.P. suppliers that the existing 
preferential margins in the rates of item 13500-1 not be narrowed 
would result in a minimum M.F.N. duty for 96° raws of $1.00 per 
hundredweight and appropriate differentials for raws of both higher 
and lower polarization; as noted, the West Indies Sugar Association 
opposed any decrease in the existing B.P. rates under this item unless 
the Canadian grants to the West Indies, based on imports from these 
countries, were unaffected. If the preferential margin remained 
unchanged, the position of Cuban and other M.F.N. suppliers would 
also be unchanged in respect of increased access to the Canadian 
market; Cuba urged the Board to eliminate or reduce the preferential 
maresin Worpermnmit «easier sccess for M.F.N. suppliers, 


Although the countries supplying raw sugar made no requests 
for preferential treatment for their higher polarization sugars, some 
were deeply concerned regarding the proposed increases in rates of 
duty for sugar exceeding 99° polarization. The spokesman for 
Mauritius referred to the proposal of Atlantic Sugar that B.P. raws 
exceeding 99° should be dutiable at $1.09 instead of 35.606 cents per 
100 pounds, as at present, saying: 


"The second point is in connection with the suggestion 
made by Atlantic Sugar Refinery for increasing the ... penalty 
on the importation of raw sugar in excess of 99 degrees polar- 
ization. The duty is already high ... but there is the sug- 
gestion it should be further increased so as to make it com- 
parable to refined sugar because it is so near refined sugar. 


"This would be prejudicial to us in Mauritius ... by 
tradition we have manufactured high pol. sugar ... and since 
our sugar has to travel for about four weeks ... it can be 
that in transit the sugar dries up and increases in polariza- 
tion. Therefore, it might well leave Mauritius, say, at 98.8, 
which is about the average of what we normally manufacture, 
and arrive here in excess of 99 per cent ... J would there- 
fore submit ... that the duty which is now in force has suffi- 
ciently fulfilled its purpose by preventing the deliberate 
shipment of sugar exceeding 99 and it does not appear neces- 
sary further to increase that duty, which I call a penalty 
because it has to be paid for by the seller ... in view of 
the rare occurrences and in view of the difficulties which it 
might on occasion cause us." (Vol. 6, p. 994, 995) 


The Uganda sugar industry also expressed concern regarding 
the proposals which would place a heavy penalty on B.P. sugars exceed- 
ing 99° polarization. The Uganda brief noted that: 
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MAL present the difference in duty for white sugar 
between gee and 99° Polarisation, imported into Canada Tor 
refining purposes, and sugar polarising above 99° is hg 
per 100 lbs. The proposals of these refiners are that 
sugar from Commonwealth countries (B.P.) should be duty 
free if its polarisation does not exceed 99°, Dice cna. 
there should be a duty of $1.09 per 100 lbs. for sugar 
polarising above Semen 


"Our industry depends on producing Plantation White 
Crystal Sugar and we have recently begun to export this 
sugar (which has a polarisation of about 99.7 a to your 
country; this year we will have shipped a total of about 
25,000 tons to Canada. If the proposals made by the 
refiners are accepted it will be a severe blow to our 
export hopes for your market. 


"We consider that sugar imported or bought in bond 
in Canada by a recognised sugar refiner for refining 
purposes only should be admitted at the same rate of duty 
as lower polarisation sugar. We appreciate that the 
refining industry must be protected and that white sugar 
imported into Canada for direct consumption should be 
controlled by duties, but if white sugar is imported with 
a guarantee that it will be refined by a recognized sugar 
refiner, then it should, in our opinion, not pay a duty 
different from sugar of lower polarisation. 


"We therefore propose that the opening paragraph of 
Tariff item 13500/1 should read: 


"Sugar imported or purchased in bond in Canada 
by a recognised sugar refiner, for refining 
purposes only, under Regulations by the 
MintsLeni. cans: ' 


whereby all sugar from Commonwealth Suppliers (B.P.) irre- 
spective of polarisation can be imported duty free." 
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REPRESEN TATIONS 


The various companies, associations and government agencies 
which made representations to the Board, supported their proposals 
for the wording and rates of duty of items 13400-1 and 13500-1 with a 
considerable amount of supporting data and arguments. Inevitably, 
those who held similar views tended to use similar arguments in 
support of their position. In what follows, the gist of the principal 
arguments used in the support of the various proposals is listed. 
Because of the general similarity of their positions, the following 
submissions have been grouped: Canadian cane sugar refiners, except 
B.C. sugar; B.C. Sugar, La Raffinerie de Sucre de Québec, the Canadian 
Sugar Beet Producerst Association, the Union Catholique des 
Cultivateurs; suppliers of B.P. sugar to Canada; Cuba; and Canadian 
consumers of sugar (both industrial and other). 


Submissions of Canadian Cane Refiners 


Although their proposals differed in some respects, the 
general position of eastern Canadian cane refiners was that B.P. raws 
should be entered free of duty or at much lower rates than at present, 
when imported for refining purposes only; that the British prefer- 
ential margin of the rates under item 13500-1 should be narrowed; and 
that the rates of duty for refined sugar, under item 13400-1 should 
remain essentially unchanged. 


In support of their proposals regarding raw sugar, the 
refiners presented the following arguments: 


1. It has become difficult to secure all of the B.P. raws 
required by Canadian refiners, particularly from B.P. 
Caribbean countries, because Canada is becoming the 
fourth most attractive market to B.P. suppliers, 
whereas it once was the second most attractive. (Vol. 1, 


Dero eo ols ee pe Gly: Vole 3, py G79, 395) 


2. Because of the provisions of the Commonwealth Sugar 
Agreement, the U.S. Sugar Act and the quotas on exports of 
the International Sugar Agreement, all of which affect the 
supplies available from B.P. exporting countries, it. will 
become increasingly difficult for Canada to procure its 
requiremencpeloLe,P..raws. (VOL. ls, py 09;. Vol, 3; 

Be oy 4) 


oe Be tne bargain position of B.F. exporters improves, 
they are likely to demand a larger part of the existing 
preferential margin under item 13500-1. (Vol. 1, p. 69; 
ove soe: Vole 4. par 327) 


4. Thus, whether Canadian refiners continue to buy raw sugar 
from B.P. countries or buy it from alternative M.F.N. 
suppliers, the costs to Canadian refiners will increase. 
role Ie peal Oar Vole. m. 290) 


5. Increases in Canadian refinerst costs of raw sugar would 
result in commensurate increases in prices of refined 
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sugar and its products; this would affect the position of 
industrial users of sugar in competing with imported 
sugar-containing products in the domestic market and 
would make it increasingly difficult for industrial users 
to export sugar-containing products. A decrease of the 
B.P. rates for raw sugar would tend to offset these 
higher costs and moderate the price increases for refined 
sucare CVoln 3. b. Woh: Vola, oaeco 


or Increases in Canadian prices of refined sugar would also 
tend to reduce sales of direct consumption sugar in Canada, 
contrary to the intent of the I.5.A. 


Canadian refiners't requests for reducing the B.P. rates for 
raw sugar, for refining purposes only, were based mainly on the above 
arguments. However, although they all proposed that the preferential 
margin in the rates of duty should remain fairly substantial, the 
margins proposed varied from the 60 cents per 100 pounds at 96° 
eee to the existing margin of $1.00 per 100 pounds at 96° 

Cee Die) 2 


C. & D. claimed that any reduction in the preferential 
premium paid by Canadian refiners would make Canada less attractive to 
some B.P. suppliers (Vol. 1, p. 98, 99) and concluded "that any change 
in the customs tariff that can force us to buy foreign sugar must re- 
sult in higher prices than paid under the present relationship between 
Preferential and Full-Duty rates. Neither do we foresee any measure 
of supply security ... if preferences are reduced or eliminated." 
(Vols 1s pelos) 


ot. Lawrence stated that, if the International Sugar 
Agreement achieves its objectives, it will probably result in some in- 
crease in raw prices and a reduction in the available supplies of B.P. 
raws. ltt urged that any changes in the Canadian tariffs should enable 
Canadian refiners to broaden the sources of their supplies and, by 
lowering the rates on raw sugar, should alleviate the expected result- 
ing increase in the cost of refined sugar to Canadian consumers. The 
company proposed a reduction of the preferential margin for 96° raws, 
from $1.00 to 73.6 cents, per 100 pounds. (Vol. 2, p. 316-319) 


In its brief, Cartier Sugar noted that 75. cents per lOO 
pounds "tis not only the customary but also the necessary attraction," 
for B.P. suppliers of raw sugar. The company urged the reduction of 
the preferential margin from the existing levels to 75 cents per 100 
pounds for all raw sugars not exceeding 99°, on the grounds that, in 
the event that adequate supplies of B.P. raw sugar were not available, 
the company could purchase from any exporting member of the I1.S.A. 
without increasing the cost of its raws. (Vol. 3, p. 423) The brief 
of Cartier, like that of St. Lawrence, appeared to assume that the 
full preferential margin it proposed would be paid to B.P. exporters 
and not 75 per cent of the margin, as at present, but this was far 
from clear in the discussions at the public hearing. (Vol. 4, p. 478) 


Atlantic Sugar proposed a preferential margin of 60 cents 
per 100 pounds of raw sugar, at 96°. The Company noted that the 
existing B.P. duty of about 29 cents, in conjunction with the prefer- 
ential premium of 75 cents per 100 pounds of 96° raws, effectively 
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raises the price of refined sugar by more than $1.00 per hundred- 
weight and claimed that a reduction of the B.P. rate would result in 
lower prices of refined sugar. (Vol. 4, p. 488, 523) 


The refiners conceded that the rates which they were pro- 
posing for item 13400-1 (refined sugar) and item 13500-1 (raw sugar) 
would increase the net protection which is available to them under 
the existing rates for these items. However, they claimed that their 
industry now has less protection than that of virtually any other 
developed country and the additional protection was required in order 
to preserve the Canadian refining industry. Their principal represen- 
tations, in this respect, were as follows: 


1. Canadian refiners supply Canadian consumers with sugar of 
extremely high quality, in a variety of forms and packages, 
at reasonable prices. (Vol. 1, p. 54; Vol. 4, p. 483) 


2. The Canadian market is vulnerable to the competition of 
foreign refined sugar because of the very small net pro- 
Pecrectyou reraiea cuear. (Vols, p.. 61,525, Vol, 2, 
De ect Vol, 3, p. ue, Were Vol! Ay p. 196) 


3. The Canadian industry has been seriously threatened in the 
past by imports of refined sugar, and its vulnerability 
may again attract large quantities of foreign refined 
A, (Voleere pe be: Vol. 3, pe 25>, 158? VOL? Wy. ps 193, 

ts 


4. The existing anti-dumping legislation may not be a suffi- 
cient safeguard against imports of refined sugar sold at 
distress prices, because of the need to prove that imports 
had caused material injury to Canadian refiners. (Vol. 1, 


De eee Vol, bps 543) 


5. In view of the vulnerability of the position of Canadian 
refiners, additional protection is required by the in- 
dustry; the additional net protection requested is small 
and would still be considerably less than that afforded 
to refiners in most other developed countries. (Vol. 1, 


p. 79; Vol. 4, p. 506, 509) 


cubmissions of Beet Sugar and Sugar Beet Interests 


The representations to the Board by those with interests in 
beet sugar and sugar beets, included submissions by B.C. Sugar, 
La Raffinerie de Sucre de Québec, the Canadian Sugar Beet Producers? 
Association and the Union Catholique des Cultivateurs. Although The 
British Columbia Sugar Refining Company Limited (B.C. Sugar) operates 
a cane sugar refinery at Vancouver, its two subsidiary companies, 
Canadian Sugar Factories Limited and The Manitoba Sugar Company 
Limited, operate beet sugar factories at Picture Butte and Taber, 
Alberta, and at Fort Garry (a suburb of Winnipeg), Manitoba; B.C. 
Sugarts submission was made on behalf of both its cane and beet sugar 
interests and is included here because the viewpoints presented are 
similar to the submissions of other beet sugar and sugar beet inter- 
ests. The spokesman for the company stated that if he were not 
representing the beet sugar interests of his company, his presentation 
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would be different and he would be interested mainly in the difference 
between the rates on raw and refined sugar. (Vol. 5, p. 694) 


The sugar beet producers and the beet sugar factories 
supported their proposals, generally, as follows: 


1. The production of sugar beets provides a very important 
addition to the income of the approximately 2,500 farms 
which produce them; the purchases of materials used in 
the production of sugar beets and the employment 
generated directly and indirectly, have an important 
and desirable effect on the economy of the areas where 
sugar beet production is concentrated. (Vol. 4, p. 600; 


VigiGo > asia 2 ee ey) 


2. Because the returns to producers are directly affected 
by prices of cane sugar and, therefore, by the tariffs 
on raw and refined sugar, any reduction in the rates 
of duty of either of these would have a direct effect 
on sugar beet producers and on beet sugar production. 
(Vols (Ao pe 615; Tol, sho pangoce 


3. A significant reduction in the rates of duty on sugar 
would result in the elimination of the sugar beet in- 
dustry in Canada and the benefits associated with it. 
(WoL. tswp. 60l, 602% Voli. oyepac7oe) 


4. Canadian consumers already enjoy the benefits of very 
cheap sugar relative to other countries and a further 
reduction in consumer prices arising out of lower 
tariff rates would not benefit them greatly but would 
be disastrous for the sugar beet industry. (Vol. 5, 
De (Oot VOluo, ecules 


As in the case of the submissions of other groups, there 
were also some differences in the views of those interested in sugar 
beets. The principal concern of B.C. Sugar and, to a degree, the 
Alberta and Manitoba sugar beet growers, was in respect of the con- 
tinuation of the existing rates of duty on raw and refined sugar. 

La Raffinerie de Sucre de Québec was concerned also with the effects 
of proposed changes in rates on its plans for modernizing and ex- 
panding its plant. (Vol. 5, p. 725) The Union Catholique des 
Cultivateurs felt that the existing protection was insufficient (Vol. 
6, p. 812) and that the smallness of the Canadian tariffs had created 
dangerous dependence on distant, foreign sources of supply. (Vol. 6, 
Diusiie Ly) 


Submissions of B.P. Suppliers 


The B.P. suppliers of raw sugar to the Canadian market, who 
made representations to the Board, included: 


The West Indies Sugar Association (Inc. ) 
The Queensland Sugar Board (for Australia) 
Colonial Sugar Refining Co. Ltd. (for Fiji) 
Mauritius 

Swaziland Sugar Association 
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Uganda Sugar Manufacturers Association 
South African Sugar Association 


Except for Australia and the Republic of South Africa, the countries 
represented on the list are regarded by the United Nations as 
developing countries, a factor which, in some presentations, re- 
sulted in some differences in the submissions. However, the principal 
arguments presented in support of the B.P. suppliers! proposals were 
as follows: 


die 


The existence of the British preferential margin in the 
rates under item 13500-1 has assured Canadian refiners of 
adequate supplies of high-quality raw sugars over a very 
lone speracdretitinies i(Vol. Gj"p. 865, 981) Vol. 7, p. 1051, 
WSL Vole Se 1.1205) 


. The preference makes B.P. suppliers more attractive sources 


of raw sugar to Canadian refiners and also provides an 
inducenent to B.P. suppliers’ to give Canada priority of 
supplies and, when required, preferred treatment. (Vol. 6, 
ee ie toe lat ome. L053% Ie, SAS Vols sy pe1229) 


. Any reduction in the margin would make Canada less 


attractive to some suppliers and, thereby, would decrease 
the choice of available suppliers to Canadian refiners. 
PVoUmiow pe poorvols 7, ps 1017) FU, 15h 2196; Vol. &, 
Ds L225) 


Canadats participation in the International Sugar Agreement 
does not affect the need for the preferential margin in 
assuring Canadian refiners't supplies, because the obli- 
gations under the Agreement apply to all exporters, as a 
group, and not to particular exporters. (Vol. 7, p. 1026, 
OSG, et I29.4ifols 6, pa1206) 


Even if lower prices of refined sugar resulted from a 
reduction of the preferential margin, the cost, in terms of 
insecurity of sources of supply, would be high and Canadian 
consumers already benefit from relatively low prices of 
refined sugar. (Vol. 6, p. 981) 


The less-developed countries provided statistical evidence 
of their very high dependence on exports of sugar as a 
source of income and urged that Canada take no action which 
would deprive then of the additional income made possible 
by the preferential margin. (Vol. 6, p. 871, 876, 980, 988; 
oleae Toa peme 13.01 150001165) 


Various countries also drew attention to the balance of 
trade between Canada and themselves and took the view that 
the rates of duty on sugar should be determined in the 
context of the total trade and with regard to the pro- 
visions of the agreements in force between Canada and their 
countries. (Vol. 7, p. 1059) 
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The Cuban Submission 


The Cuban ,submission was similar in several respects to the 
submissions of the developing B.P. suppliers except, of course, 
that Cuba was urging greater access for M.F.N. suppliers whereas the 
B.P. suppliers’ opposed change in this respect. The representations 
by Cuba were, generally, as follows: 


1. Sugar accounts for a very large proportion of the total 
value of Cuban exports and "constitutes the lifeblood 
of the Cuban Economy." (Vol. 8, p. 1259) 


2. If access to the Canadian market were easier, there could 
be a rapid expansion in trade between Canada and Cuba. 


3. The effect of the preferential margin forces Cuba to sell 
sugar to Canadats refiners at a substantial discount 
relative tboibne tree marker price and sethereby, 
discriminates against M.F.N. suppliers. (Vol. 8, p. 1262, 
1265 2) 2/76)) 

4. The "jump" in the: M.F.N.. rate, for sugar exceeding 98° in 
polarization, discourages Canadian imports of higher- 
polarizing sugars from M.F.N. countries. (Vol. 8, p. 1264) 


5. If Canada were to grant easier access to M.F.N. sugar, 
there would be mutual benefits from the resulting trade 
between the two countries. 


Subnissions by Consumers? Groups 


The Canadian Industrial Sugar Users and the Consumers? 
Association of Canada represented the interests of Canadian consumers 
at the public hearing. The former represented a very large group of 
manufacturers and industry associations which use sugar in their 
manufacturing processes; the latter represented,more generally, the 
individual Canadian consumer of sugar. The positions of the two 
groups were similar to some extent but, as noted, their proposals 
were significantly different. 


The representations of the Industrial Sugar Users were along 
the following lines: 


1. Canadian refined sugareis priced in relation toi the cost 
at which imported refined sugar would be obtained and, 
therefore, reflects the duties payable on both raw and 
refined) sugar. Thus, thesrenoval’ of tall dutiesson raw 
and refined sugars would result in lower prices of refined 
sugar to Canadian industrial and individual consumers. 
ol. ey te ole toe Sy 


2. Lower prices of refined sugar would help to stabilize or 
lower prices of Canadian-produced sugar-containing food 
products and would permit Canadian industrial users of 
sugar to compete on more even terms with imported 
sugar-containing products. (Vol. 8, p. 1316) 


3. 
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Canadian industrial users of sugar are at a disadvantage 
relative to imported sugar-containing products in the 
Canadian market because foreign exporters of these obtain 
drawbacks of duties paid on sugar when such goods are 
exported to Canada. (Volw8, p. 1317) 


Canadian sugar refiners have more than adequate protection 
arising out of the customer service which they provide and 
the high quality and variety of the products which they 
sell and, therefore, do not require the additional pro- 
tection yor ethe: tariff... (Voli.S,.p.-1326,4 1328) 


. A reduction in the prices of sugar would benefit Canadian 


food industries and consumers without any detrimental 
effect on the Canadian refining industry. 


. The elimination of duties on raw sugar would increase the 


sources of supplies available to Canadian refiners. 
(Yol..8, p. 1336) 


The removal of all duties would also do away with the 
preferential margin and thereby relieve Canadian consumers 
of sugar of the burden of foreign aid which is given by 
Canada by way of the preferential margin in the tariffs on 
sugar. Moreover, it would also do away with the anomaly 
of Canadian aid being given to developed countries. 


Riot me bape 2365, 1037) 


Partially refined sugars, such as plantation whites, 
should not be prevented from being used in the manufacture 
of food products by the high rates of duty imposed on 
them; "the Pure Food Laws of this country should be the 
only ones to regulate what the Food Industry should or 
should not use." (Vol. 8, p. 1333) 


The Consumerst Association of Canada stated that its objec- 


tives were to encourage competition in Canada in order to ensure 
efficient production and reasonable pricing of consumers goods. The 
Association supported its proposals as follows: 


ity 


A downward revision of all Canadian tariffs on sugar would 
benefit Canadian consumers and, at the same time, serve 
the interests of developing countries. (Vol. 9, p. 1617) 


The Canadian tariff structure is such that it discourages 
the development of basic industries in developing 
countries such as those of the Commonwealth Caribbean; 
the existing tariffs prevent the development of a refined 
sugar industry in the Caribbean, for example. 

(Vor s..9, «p..l6ls) 


The Canadian beet sugar industry is protected by the 
Customs Tariff and is supported by Canadian government 
aid given in the form of deficiency payments. If support 
of the industry is desirable, it should be based entirely 
on deficiency payments; the present tariff structure 
imposes a tax on consumers of sugar only which should be 
borne by all taxpayers. (Vol. 9, p. 1620) 
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4. Even a small reduction in refiners! costs of raw sugar 
will increase the effective protection of the refining in- 
dustry, substantially. Therefore, the rates of duty on 
refined sugar should be decreased at least by an amount 
that would preclude monopoly profits, to ensure that the 
industry's effective protection is not increased. 

(Vole opin lors 6 233 


Analysis of Representations 


The representations of individual companies, countries and 
industry associations were even more varied than is indicated by the 
selection of the major arguments put forward in the support of pro- 
posals. However, the principal issues, though complex, were few in 
number; they are listed below. 


1. The probable effect of the International Sugar Agreement 
on prices of raw sugar and access to supplies by Canadian 
refiners. 


2. the B,P. rates of duty on raw sugar in relation to sugar 
beet production. 


3. The appropriate magnitude of the preferential margin of the 
rates of duty under tariff item 13500-1. 


4. The appropriate magnitude of the rates of duty for refined 
sugar, that is, under item 13400-1. 


5. The appropriate disposition and rates of duty of sugar not 
exceeding No. 16 Dutch standard, if imported by others 
than perinerres orrwinsries, atvaellrererences vo the 
Dutch standard are deleted from the existing tariff items 
and the wording proposed by Canadian refiners for items 
13400-1 and 13500-1 is accepted by the Board. 


Other issues were related to the above as, for example: 
the question of aid to developing countries, the effective pro- 
tection of Canadian refiners under the existing and proposed tariffs 
and the relationship of the tariffs on sugar to the regulations under 
the Food and Drugs Act. 


The various issues and the representations to the Board in 
support of the various proposals are examined below. Although the 
discussion deals with the principal arguments of the various interests, 
no reference is made to the particular arguments cited earlier. 


Probable Effects of the 1.S.A. 


The International Sugar Agreement (I.S.A.) and other agree- 
ments and special arrangements, which affect the availability of free 
market supplies of raw sugar, were discussed in some detail in an 
earlier section. One of the major: objectives of the 1.5.A. was the 
maintenance of stable sugar prices which will be reasonabl y remuner- 
ative to producers. This objective is to be attained by a series of 
constraints which, in effect, will limit supplies when prices are low 
and declining and will make additional supplies available when prices 
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are high and rising. If the Agreement is successful in attaining the 
objective of greater stability of prices of sugar, average prices, 
over a period of time, may be somewhat higher than they would other- 
wise have been,but the principal impact of its provisions will be in 
limiting the magnitude of price fluctuations. 


However, whatever effect the Agreement has on world prices 
will affect the cost of raw sugar and, consequently, the prices of 
refined sugar of all countries which depend on free market supplies 
and not only the prices in member countries. Sugar is a commodity 
which is traded internationally and the prices quoted on international 
commodity exchanges in London and New York represent transactions of 
both member countries of the 1.5.0. and of non-member countries. The 
"prevailing price" of the 1.5.0. is based on prices quoted in both 
London and New York and also reflects world prices. Thus, even if 
the Agreement achieves its objectives completely, the competitive 
position of Canadian refiners is not likely to be affected. At prices 
below 5.25 U.S. cents a pound only negligible quantities of refined 
sugar can be imported into Canada from non-members; at higher world 
prices member countries would have no advantage over Canada and non- 
member countries would export to Canada only if Canadian prices rose 
sufficiently to offset the relatively high ocean freight rates and if 
the Canadian market provided higher returns than others. 


If Canada were not a signatory of the I.5.A., the situation 
would be very little different. Whatever effects the 1.5.A. would 
have on world prices would be reflected in the London Daily Price 
(LDP), the basis for pricing Canadian purchases of raw sugar. Thus, 
he principal erfect on’Canada, of not being a signatory’of the 1.S5.A. 
would be with respect to suppliers of raw cane sugar and not with 
respect-to prices. However, the two effects are not unrelated, as is 
indicated below. 


Under the provisions of the I.5.A., when exporting countries 
are unable to meet their export commitments under the Agreement, the 
shortfalls are redistributed to other exporting countries to prevent 
artificial shortages from arising from causes such as crop failure in 
some particular country or region. To Canadian refiners, these 
redistributions could result in higher costs of raw sugar if the 
shortrallsestfect supplies from b.P., countries and are redistributed 
to M.F.N. countries; in such an event,although the redistribution 
would make additional supplies available, these supplies would be 
dutiable at the M.F.N. rates when imported by Canadian refiners and, 
therefore, would be purchased at a somewhat higher cost than B.P. 
raws. However, there are unlikely to be such shortfalls by B.P. sup- 
pliers, as a group, without causing the prevailing price of the Agree- 
ment to rise above 5.25 U.S. cents per 100 pounds and the additional 
cost of 25¢ per 100 pounds for M.F.N. raws (basis 96° polarization) 
would be only about five per cent of the c.i.f. cost of the probably 
small proportion of the total supply which might have to be purchased 
from M.F.N. suppliers. P 


St. Lawrence (Vol. 3, p. 390) and Cartier raised this issue 
at the public hearing. As the following quotation from the Cartier 
brief indicates, the problem is concerned at least as much with the 
Canadian tariff structure as with the International Sugar Agreement: 
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"One area which concerns us is the question of shortfalls. 
Should one of our major Commonwealth suppliers be unable to 

meet our traditional supply requirements due to calamity or 
other reason, there is no guarantee that this shortfall will 

be transferred to another Commonwealth supplier. Thus, we 

could be forced to acquire a sizeable portion of our raw 
supplies from M.F.N. sources and incur the substantial 

financial penalty inherent in the higher M.F.N. duty rates under 
the existing tariff structures." (Vol. 3, p. 434) 


Origin of Raw Sugar Supplies 


Apart from the problems which may arise as a result of the 
redistribution of shortfalls, noted above, the sources of Canadian 
supplies of raw sugar are mainly unaffected by the I.5.A. Canada now 
depends on B.P. countries for more than 90 per cent of its raw sugar 
imports. As noted earlier, Canadian purchases already account for the 
total supply of free market sugar available from the B.P. Caribbean 
and for a large proportion of those from Fiji and Mauritius; Indian 
supplies vary greatly in quantity and are available only in some years. 
Thus, as is indicated in the section on imports of raw sugar, Canada 
is likely to become increasingly dependent on Australia and South 
Africa for supplies of .B.F.. sugars. moscsot pour Moth. simporis 2476 
from Cuba. 


The apprehension that B.P. suppliers would demand a larger 
share of the preferential margin if their bargaining power vis a4 vis 
Canadian .refiners increases, is, probably. justified. However, if, for 
example, the quotas of B.P: suppliers under the U.S. Sugar Act were 
sharply reduced, it is also probable that the Canadian refiners! bar- 
gaining power could result in B.P. exporters receiving a smaller 
prenium. In fact. the preferential margin sets an upper limit to the 
premium which can be demanded by B.P. suppliers; the actual prenium 
is subject to negotiation. 


Thus, it is probably true, as B.P. suppliers claimed, that 
the International Sugar Agreement is not likely to make it unnecessary 
for Canadian refiners to pay some premium over the LDP to assure them- 
selves of continuing supplies of raw sugar. However, the magnitude 
of the premium is dependent, to a certain extent, on the preferential 
margin in the rates of item 13500-1 and not solely, as in the case of 
Japan, on market forces and costs of transportation. 


B.P. Rates of Duty on Raw Sugar 


Except for those with interests in beet sugar and sugar 
beets, all of the proposals were either for free entry or Low rates 
of duty on B.P. raws not exceeding 99°, If Canada produced no beet 
sugar the duty collected on imports of B.P. raw sugar would be of 
domestic importance only for revenue purposes. Those who opposed 
free entry urged that the existing rates of duty on B.P. raw sugar 
provide protection to the sugar beet producers and beet sugar manu- 
facturers by increasing the cost of producing refined cane sugar in 
Canada. 


However, duties on raw sugar provide little if any pro- 
tection for beet sugar or sugar beet production. Beet sugar is priced 
! 
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in direct relation to cane sugar prices and cane sugar prices are 
clearly more closely related to the laid-down cost of refined sugar, 
inclusive of duty, than to costs of producing refined cane sugar in 
Canada. The sections of the report dealing with operating costs, the 
refiner's margin and the pricing policies of Canadian refiners, all 
indicate that prices of Canadian refined sugar are not very directly 
related to the costs of producing refined cane sugar, of which the 
cost of the B.P. duty on raw sugar is only a very small part. 


A comparison of the relevant rates of duty on raw and 
refined sugar tendsto confirm such a conclusion. Almost all of the 
raw sugar which is used to produce refined sugar for domestic con- 
sumption is entered under the B.P. Tariff, a very large proportion 
being sugar exceeding 98° but not exceeding 99°, dutiable at 31.64 
cents per 100 pounds; converted to refined sugar, this duty would at 
most, add approximately 32.62 cents to the cost of 100 pounds of 
refined sugar. In contrast, the M.F.N. duty on refined sugar is $1.89 
per lOO pounds or nearly six times the additional cost represented by 
the duty on raw sugar. Thus, although the existing B.P. duty on raw 
sugar adds about $9.3 million to the cost of producing refined sugar 
in Canada, its effect on prices of refined sugar and, therefore, on 
the protection available to beet sugar and sugar beet production, is 
probably negligible in relation to the protection afforded to beet 
sugar by such factors as the rates of duty on refined sugar, and ocean 
and domestic freight costs. 


The propriety of imposing revenue duties on export products 
of developing countries was discussed in Volume II of the "Proceedings 
of the United Nations Conference on Trade and Development /UNCTAD/", 
published in 1968, in the following terms. 


"A number of developed countries impose duties for revenue 
purposes on the import ... ofa range of agricultural 
produces, principally coffee, cocoa, téa; sugar, oilseeds 
and tobacco ... 


"Revenue charges ... tend to fall on commodities of mass 
consumption, the demand for which is relatively inelastic 
With wespect to price .«. Revenue taxes on... sugar ... 
generally contribute only marginal amounts to total tax 
revenues ..." (U.N. Publication Sales No. E. 68. II D. 15, 
oe eae bes 


The following excerpts from the same UNCTAD report discuss 
the agricultural support policies of developed countries in relation 
to the problems they create for developing countries and are relevant 
to the Canadian situation. 


"In view of the prevalence of trade barriers affecting 
exports of primary commodities from developing countries to 
developed market economies, the first session ... attached 
great importance, in its recommendations, to the objective 
of improving market access . The first session proposed 
--- that, in respect of such commodities, ... policies 
in support of domestic production in developed countries 
should be modified so as to reduce their adverse effects on 
imports. 
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"Though the forms of protection in force in developed 
countries vary considerably 1.7 they all have one general 
objective in common, namely, to provide domestic producers 
of primary commodities with a level of real income judged 
to be reasonable in relation to the corresponding levels 
intother sectors’ of ithe:veconony Yr. s Winssome countries “1.4 
direct subsidies to domestic producers are made in order to 
maintain or increase the incomes of primary. -producers” ..< 


"In some developed’ countries, “the main*etfect of such 
protectionist measures is often to increase land values 
and rents, rather than to increase wages for farm workers 
ses Thusy in practice these polleirea misne well nce 
succeed int...) Lneredsine sree comes in ter rrinory: 
sector. ‘Moreover, by resulting in higher domestic prices 
for food ... protectionist polieies bear heaviest: on the 
level of living of the poorer sections of the community. 


"Protection imposes economic losses on both developed 
and developing countries. In the developed countries, 
resources’ are usedyin protected getavitiles in witch they 
have a comparative disadvantage in relation to alternative 
uses) wh. At the same time, the developing countries con- 
cerned suffer avreal. income Lossiby Having ‘to schanne! heir 
resources into less economic acbivities in’ the primary 
SSCUCI welts 


"or the developed countries 4 reduction in” protection 
would allow the deployment of resources in more economic 
activities and, to this extent, would result in a gain in 
real Vancone <5... 


"Forrthe developing countries, easier access to" tne 
markets’ of developed countries +.. would allow’ then to 
expand their export earnings. " (p. 39, 42) 


Beet sugar production in Canada is subsidized under the 
deficiency payment program of the Federal Government. In recent years, 
the cost of the subsidies paid to the approximately 2,500 beet sugar 
producers under this program has been between $3.5 to $6.8 million 
annually, or an average of about $1,400 to $2,700 per farm producing 
sugar beets. Although sugar beet production is labour-intensive and 
provides employment for Canadians, as also do the beet’ sugar factories, 
no evidence was presented to the Board to indicate that these were 
particularly appropriate uses of the available resources. 


The proposals of those who favoured the elimination or 
reduction of the B.P. rates of duty on raw sugar were based on argu- 
ments regarding the effect that this would have on prices of refined 
sugar. Some refiners estimated that the elimination of the duty would 
allow the prices of refined sugar to be reduced by about one-half cent 
a pound. This estimate appears reasonable if it is assumed that the 
entire savings in duty would be passed on to the consumer, However, 
such a direct relationship between costs and prices was not evident in 
the analysis in earlier sections of the report. 
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The section of the report dealing with sugar beets contains 


detailed information regarding sugar beet production and also deals 
with such subjects as the extent of the protection provided by the 


Tariff and freight rates, and the Federal Government's deficiency 
payment program. 


The British Preferential Margin 


The preferential margin was the subject of controversy only 
in relation to tariff item 13500-1, raw sugar; for sugar of 96° polar- 
ization, the margin is $1.00, the difference between the M.F.N. rate 
of $1.28712 and the B.P. rate of $0.28712, per 100 pounds. Up to 
approximately the time of the second world war, Canadian refiners paid 
B.P. suppliers a premium equal to 100 per cent of the margin. After 
the war the premium was reduced to 85 per cent of the margin and, 
around 1960, to the current 75 per cent of the margin or 75 cents per 
100 pounds of 96° raw sugar. During the 1920's the Canadian and 
British preferential margins had approximately the same value. How- 
ever, with the successive devaluations of the British pound relative 
to the Canadian dollar, the Canadian preferential margin attained a 
much higher value than the British margin and this probably accounts 
for the post-war reduction of the Canadian premium from $1.00 to 85¢ 
and may also account,in part, for the reduction to 75¢ in about 1960. 


The latest. reduction in the premium occurred at about the 
time of the Cuban revolution and the withdrawal of South Africa from 
the British Commonwealth. Although the preferential premium is sub- 
ject. to negotiation between buyer and seller, it is regarded as 
virtually a fixed amount at any given time and seldom changes. 


The preferential premium increases the cost of raw sugar to 
Canadian reiiners but, so long as it is less than the preferential 
margin, sugar of B.P. origin remains cheaper than M.F.N. sugar. When 
the preferential margin and the preferential premium are the same, 
factors other than cost account for any preference regarding origin of 
supplies. The premium also provides an attraction to B.P. suppliers 
because, apart from the premiums over world prices obtainable on sales 
of N.P.Q. sugar to Britain and under U.S. Sugar Act quotas to the 
U.S.A., it is a substantially larger premium than is obtainable by 
B.P. suppliers from sales of free market sugar to Britain, the only 
other country which pays a premium on B.P. sugar (exclusive of sugar 
from South Africa) purchased outside of special arrangements. The 
preferential premium paid by Britain is equal to the preferential 
margin in the British rates of duty, currently 3 shillings 8.8 pence 
(18.665 new pence) per 112 pounds for 96° raws. In mid-March of 1971, 
the British preferential premium was equivalent to 45.4 cents per 100 
pounds compared with the Canadian preferential premium of 75 cents per 
100 pounds. 


The so-called premium over world prices, said to be paid by 
Japan, is simply the additional cost of freight from the Caribbean to 
Japan relative to the cost of freight from the Caribbean to London, 
In 1969 when freight rates were more or less normal,’ this "premium" 
was 30 shillings per long ton; in 1970, when freight rates rose 
sharply, it was 60 shillings per long ton. Unlike the Canadian pref- 
erential premium, the payment by Japan, over the LDP, varies constantly 
in relation to the difference in freight rates, Caribbean to Japan and 
Caribbean to London. 
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The preferential margin in the Canadian rates sets an upper 
limit on the premium which Canadian refiners can pay and still pur- 
chase B.P. sugar at a lower total’ cost than M.F.N. sugar but, at the 
same’ time, it also tends to set an approximate lower limit on the 
magnitude of the preferential premium. For example, before 1960, a 
savings in the laid-down duty-paid cost of only 15 cents per hundred- 
weight on 96° raws to Canadian refiners, was sufficient to direct most 
of thelr purchases to sugar of B.P.°origin. “Of course, factors ovher 
than price are an important element in these transactions, as for 
example, traditional trading relationships and mutual confidence be- 
tween sellers and buyers. For example, Canada imported most of its 
raw sugar supplies from B.P. countries before World War II although 
B.P. suppliers received LOO per cent of the preferential margin at 
that time. 


After 1960, the premium declined from 85 cents to 75 cents 
per 100 pounds and, because of the coincidence of this development 
with South Africats withdrawal from the Commonwealth on May 31, 1961, 
and the loss of U.S. quotas by Cuba, in mid-1960, it might be inferred 
that the change in the magnitude of the premium was related to those 
events. 


Prior to 1960, Cubats shipments of sugar to the U.S.A. 
averaged 3.3 million tons, annually. As of mid-1960 Cuba faced the 
problem of alternative markets for this very large quantity of sugar 
and, simultaneously, a problem of earning dollars in order to purchase, 
for example, various machine and vehicle parts to maintain and repair 
vehicles and machinery in use in Cuba; a large part of this eqiipment 
was of U.S. origin. Because Canada continued to trade with Cuba, it 
was an obvious market in which dollars could be earned. The state- 
ments of the Cuban delegation and of St. Lawrence, indicate that Cuba 
has absorbed the discount of 25 cents per 100 pounds, basis 96° raws, 
on some sales of sugar to Canadian refiners (Vol. 3, p. 381; Vol. 8, 
p. 1273, 1274, 1276, 1277); this has been confirmed by other 
information available to the Board. 


The Republic of South Africa also faced a serious problem in 
connection with export sales of raw sugar when it withdrew from the 
Commonwealth. In 1961, the last year in which South Africa was en- 
titled to a Negotiated Price Quota, its quotawas 176,400 tons; in 
addition, salés of South African sugar to Britain, in excess of the 
N.P.Q. (about 63,000 tons in 1961) were entitled to the preferential 
premium of 3s. 8.8d. After 1961, South African Sugar could be 
imported into Britain at the B.P. rates of duty, but was paid for at 
the world prite, that is, the LDP without any premium, british 
preferential or any other. Tus, from the time thay Sound Airica 
decided on withdrawal from the Commonwealth, South African exporters 
would have recognized that Canada was the only premium-price market 
available to them, apart from any quota they could obtain under the 
U.S. Sugar Acts*in 196), South *Africavhad no euch quote . 


Although, South Africa obtained a quota of 93,000 tons under 
the U.S. Sugar Act in 1962 and it was increased to 132,000 tons in 
1963, South African production was expanding very rapidly and market 
outlets were required for this sugar. Moreover, its U.S. quota was 
reduced after 1963 and has been about 55,000 to 60,000 tons since 1966. 
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Thus, it would be a reasonable speculation that in the early 
1960's Cuba and South Africa, because of the above developments, 
would have been competing more vigorously than in the past, for a 
larger share of the Canadian market. If, as a result, Cuba were 
willing to accept the discount of the 15 cents per 100. pounds (basis 
96° raws) (Vol. 7, p. 1135), based on the preferentiaY prenium of 85 
cents at that time, B.P. suppliers would be faced with a decision as 
to what share of the Canadian market they were prepared to relinquish 
- and it must be remembered that Cuba could supply the total 
Canadian demand without difficulty. If, as appears likely, South 
Africa was also prepared to shade its prices, at this time, it is not 
surprising that the preferential premium declined from 85 cents to 75 
cents. 


The additional discount which Cuba would have had to accept, 
as the difference between the preferential margin and the preferential 
premium increased, was, apparently, sufficient to retain the market 
for B.P. suppliers. »~However, South Africa's quota in the U.S. market 
was declining and Canada was becoming the only significant premium- 
price market available to it. Thus, it is not surprising that South 
Africa's exports to Canada increased from about 55,000 tons, in 1962, 
to the approximately 300,000 tons which it currently exports to Canada. 
(Velie peg 5 wl 3s) 


At least two elements appear to be involved in the determin- 
ation of the actual amount of the preferential premium: one is the 
amount of the discount which M.F.N. suppliers are prepared to accept 
in order to sell sugar to Canadian refiners; the other is the extent 
to which B.P. suppliers are prepared to compete for Canadian custom. 
From the unanimity of B.P. suppliers and the vehemence of some of their 
statements at the public hearing, it is doubtful whether the competi- 
tion between B.P. suppliers is likely to have any perceptible effect 
on the preferential premium. However, Cuba already accepts the 25- 
cent discount on some part of its sales to Canada and might be pre- 
pared to increase exports to Canada if the discount were only of the 
erder of 10¢ to:l5¢ per hundredweight,, basis 96° raws. Moreover, one 
of Cubats complaints, regarding the jump in the M.F.N. rates for sugar 
exceeding 98°, would be resolved by its elimination; as noted, three 
Canadian refiners supported the Cuban proposal in this regard and no 
one opposed. it. ae 


- Therefore, it would appear that, if the preferential margin 
were reduced to 60 cents per 100 pounds of 96° raws as proposed by 
Atlantic Sugar, M.F.N. suppliers, particularly Cuba, would be likely 
Poeacceviss Giscount of ten Lo fifteen’ cents per hundreaweicht inorder 
to increase their exports to the Canadian market. Unless Cuba were 
prepared to accept such a discount on large quantities of raw sugar, 
B.P. suppliers could demand and receive the full amount of the lower 
preferential margin of 60 cents, although in doing so they might be 
relinquishing; some part of the Canadian market. (Nicolle cess elke 7) 

In this connection, the spokesman for Cuba said, "we do not intend to 
disturb this policy of Canada of buying sugar from Commonwealth 
countries.!' (Vol. .@, p.» 2272) 
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It should be noted that, although the Canadian preferential 
premium was equal to the preferential margin for many years before 
the second world war, this did not affect the origin of Canadian 
imports of raw sugar. This suggests that non-price factors are an 
important element in the relationship between B.P. supliers and 
Canadian refiners. Moreover, although, in part, the premium may 
reflect the relative bargaining power of B.P. suppliers and Canadian 
refiners, it also reflects the difference between the cost of freight 
from the B.P. country of origin to Canada and the Caribbean to Canada. 
In this connection, the Restrictive Trade Practices Commission makes 
this comment: 


"If foreign refined sugar started to take any consider- 
able part of the Canadian market away from the Canadian 
refiners and hence from Commonwealth raw sugar producers it 
would be within the power of the latter to place the Canadian 
refiners in a better competitive position by reducing the 
amount they retain out of the $1.00 per 100 lbs. preference 
below the traditional figure of 8&5 cents fin effect in 1959/. 
It should perhaps be noted that the effect of this 85 cents 
is in fact reduced by the excess amount it may cost to ship 
raw sugar from its Commonwealth source to the Canadian port 
of entry over what it would cost to ship raw sugar from Cuba." 
CRIP Cr ha ese ps Go) 


Although, as noted earlier, the preferential margin in the 
rates of duty determines the upper limit of the preferential premiun, 
the lower limit is established by market forces.as well as the pro- 
visions of the Customs Tariff. This is clearly the’ case in respect 
of Japan, Malaysia and many other countries, where the Customs Tariffs 
contain no preferential rates; these countries pay what is required 
in a given market situation in order to acquire supplies of raw sugar 
and ordinarily pay more than the LDP because of freight cost differ- 
entiades. #Clod.v7,peen.OL. 9, 1020) 

The analysis in the section on "Imports of Raw Sugar" indi- 
cated that, in most years, Canada's traditional suppliers would find 
Canada a more attractive market for free market sugar than either 
Britain or Japan even if Canadian refiners were to pay a premium of 
only 50 cents per 100 pounds of 96° raws (see tables 40 and 42). As 
table 42 indicated, when freight rates are about normal, as in 1969, 
and with a Canadian premium over the LDP of 50¢, every traditional 
supplier of the Canadian market would have received a higher return 
from sales to Canada, in 1969, than from sales to either Japan, or 
from free market sales to Britain; in 1970 when freight rates were the 
highest in more than a decade, a 50¢ premium would have yielded higher 
returns to the Commonwealth. Caribbean, Mauritius and South Africa, but 
a lower return to Australia, on sales to eastern Canada relative to 
sales to Japan. However, even in 1970 Canada would have been a more 
profitable market than Britain. Thus, even tthe 60 cent margin pro- 
posed by Atlantic Sugar would yield B.P. suppliers a higher return - 
from sales of free market sugar to Canada than would sales to any 
other importing country with a substantial market demand and, in 
years of very high freight rates, such as 1970, Canadian refiners who 
required Australian sugar would follow the universally accepted com- 
mercial practice of paying the additional freight cost. 
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The Rates of Duty on Refined Sugar 


In their submissions, the Canadian refiners conceded that 
their net protection would be increased if the rates of duty on B.P. 
raws were reduced or eliminated while the protection on refined sugar 
remained unchanged or was decreased by less than an equivalent amount. 
However, they claimed that the Canadian market was very vulnerable to 
imports of refined sugar and semi-refined sugars such as mill whites 
or plantation whites. Although they presented considerable evidence 
of the extent to which refined sugar was protected in other countries, 
they presented very little evidence to indicate the probable origin 
of the competition against which they required protection and little 
or no factual evidence regarding transportation costs, prices of 
foreign refined sugar, storage costs, costs of distribution, probable 
Canadian importers or other relevant data. 


Imports of refined cane or beet sugar have been reported 
separately only since 1965 and have not been even as much as 0.5 per 
cent of Canadian consumption in any year since then. Previously, the 
import statistics included refined cane and beet sugar with invert 
sugar, dextrose, maltose and other products in a single statistical 
class and, therefore, the figures reported for the years preceding 
1965 are larger by the amounts of these other products included in the 
total. However, even if these somewhat larger figures are used, 
ImporLs were of the same order — less than 0.5 "per cent of total 
consumption in most years. ae, 

] : 

During the past 20 years on 70). imports exceeded one 
per cent of Canadian consumption of sugar in only five years and 
exceeded two per cent of consumption only in 1952, when.they were 2.4 
per cent of Canadian consumption. Thus, regardless of the threat 
which exists, or the vulnerability of the Canadian market, the avail- 
able data indicate that imports of refined sugar into Canada have been 
of little significance for a very long time. 


Most imports of refined sugar or refined sugar products have 
originated either in Britain or the U.S.A. and, as noted, the quanti- 
ties involved are relatively small. However, in 1967 and 1968, the 
imports increased from the two or three million pounds of the preced- 
ing years, to about six million pounds; almost all of the additional 
imports originated in Britain. This increase was explained at the 
public hearing by the spokesman for the Canadian Industrial Sugar 
Users, as follows. 


"It seems to us, Mr. Chairman, a good example of the salutary 
effect of competitive forces at work could be found in Halifax, 
where, in 1968, an industrial user imported nine million pounds 
(9,000,000) of refined sugar of the highest quality from Tate 
& Lyle, Liverpool, England. The supplier landed and stored 
this sugar in Halifax, delivered it daily, in required quanti- 
ties, in top quality paper bags. Even after including one 
dollar, nine cents duty ($1.09) it was delivered at approxi- 
mately twenty-five cents (25) per hundred pounds (100 lbs.) 
less than the quoted price of the nearest Canadian competitor. + 
The next year this purchaser's traditional supplier recaptured 
the business on purely economic considerations." (Vol. 8}, 


jel Mima, 
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As the above quotation indicates, the imports of 12.4 
million pounds, reported by DBS for 1967 and 1968 combined, included 
approximately nine million pounds which reflected a special situation. 
Even inclusive of this nine million pounds, imports in the two years 
were only 0.3 per cent of total consumption. In 1969, imports of 
refined sugar were less than one million pounds and, in 1970, they 
were 1.4 million pounds, or less than one-tenth of one per cent of 
Canadian consumption in each of these years. 


Although some refiners considered that the threat of imports 
of refined sugar into Canada arose from M.F.N. countries, others 
stated that B.P. countries, mainly Britain, were likely to provide the 
greatest threat to Canadian refiners. To some extent, the apprehension 
regarding imports from Britain was based on the unusual situation 
described above. 


The vice-chairman of Tate and lyle reassured the Canadian 
refiners regarding exports to Canada by his company. According to his 
statements, Tate and Lyle accounts for 73 per cent of British produc-— 
tion of refined cane sugar. He said: 


"With- regard to the possible volume of British refined sugar 
for exports to Canada, Tate & Lyle Refineries would not have 
very much spare capacity to increase these ... to any great 
extent. We have rationalized. We have closed one refinery 
in London and, as I say, our total available for export is 
not a very big amount ... 5o, the other factor here, with 
freight rates on the refined, and expensive ports I would 
not have thought we would often be competitive in the 
Canadian Market." (Vol. 8, p. 1301, 1305, 1306) 


The only other B.P. countries which would have high quality 
refined sugar for export to Canada are Australia, New Zealand, the 
Republic of South Africa and Swaziland. Representatives of the refin- 
ing industries of each of these countries insisted that, as a matter 
of business policy, they would not export refined sugar to Canada. 
Colonial Sugar Refining controls 95 per cent of the sugar refining 
capacity in Australia and the total capacity in New Zealand; the 
company spokesman referred to an earlier statement explaining why 
countries which export raw sugar would not export refined sugar to 
Canada and said: 


"Now in the case of Australia, we would not be happy to 
export refined sugar for example in direct competition with, 
say,.Tate and Lyle in London ..." (Vol. 7, p. 1096, 1097) 


In his earlier statement he had said: 


"In spite of the fact that we had ... adequate refining 
capacity ... we have never sent refined sugar to the 
Canadian market. We have been operating since the first 
half of the’ nineteenth century ... it is ..., illogical to 
send raw sugar to a customer and then ... to take business 
away from that customer ... There are a number of other 
aspects which induce us not to attack the refined sugar in 
Canada ... There isn't any refinery I know in the world 
who, without subsidy or using his marginal cost area, 
could possibly compete in this market." (Vol. 3, p. 413) 
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The spokesman for the South African sugar refining industry 
was ever more direct, ‘saying: 


"... we would never dream of exporting or trying to export 
refined sugar to Canada. We have a policy which quite 
briefly is that we.do not compete with our friends, the 

raw sugar refiners, in markets which may be theirs. We 
would not dream of putting or trying to put refined sugar 
into Canada, anymore than we would try to put refined sugar 
into fields, which were traditionally supplied, for example, 
by Tate and Lyle, or by any of the Japanese Refiners. They 
are far too valuable to us as buyers of raw sugar, and in 
any case sir the cost would probably be uneconomic ... 
broadly sir it would be uneconomic, because of the freight 
rates ... we would not wish, and indeed have no intention 
whatever, of ever trying to put refined sugar into the 
Canadian Market .:." (Vol. 8, p. 1212, 1213) 


The spokesman for Swaziland said that his country also would 
not send refined sugar to the Canadian market. (Vol. 7, p. 1175) 


From the above, it seems evident that whatever threat exists 
for Canadian cane refineries, from the potential competition of foreign 
refined sugar, any substantial quantity is almost certain to originate 
in M.F.N. countries. Because the U.S.A. is not a signatory of the 
International Sugar Agreement, the nearest source of substantial 
imports of refined sugar is Cuba. In this connection, the Cuban 
spokesman said: 


"... we have been interested in the Canadian Market as a raw 
sugar market not as a refined sugar market ... we receive a 
higher price in Europe -- with our preferential market. 

This refined sugar is not available for Canada at this 
moment, because we are selling the full amount of our 
refined sugar to those preferential markets, where we get a 
higher price ..." (Vol. 8, p. 1281, 1284) 


Thus, potential imports of refined sugar, in large quantities, 
would be from M.F.N. countries, mainly in Europe. E.E.C. countries pose 
no threat unless the prevailing raw sugar price rises above 5.25 U.S. 
cents a pound, because the Community is not a member of the Interna- 
tional Sugar Organization (1.S.0.); this leaves socialist countries as 
the most probable source of substantial refined sugar imports. As 
noted in the section on "Imports of Refined Sugar", costs of transpor- 
tation, packaging and, most particularly, the services which would have 
to be made available to Canadian customers, make such imports, in large 
quantities, a very unlikely event. 


A significant statement, in this respect, was made by the 
spokesman for Atlantic Sugar. 


"If this market [Canada/ was going to be served by imported 
refined sugar or a major portion of refined sugar you would 
have to have packages -- sorts ... of which the market has 
grown accustomed ... you also must produce, particularly 
for certain industrial sugar users, that quality to which 
they have become accustomed. You must establish depots. 
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You can't bring this stuff over in one ton lots. . You 
need boat loads. You got to put that some place into 
storage. You get into a distribution problem, you get 
into a selling problem ... you want to be fairly certain 
that market was there for some time to come before you 
gave up that nice raw sugar trade that has been steady 
and your money is on the barrel head. When the ship 
comes into the harbour the seller is paid. He has no 
concern about credits or anything of this nature. He 
doesn't even have a sales force. His sales force is a 
brokers). (Volindyag oon) 


The Restrictive Trade Practices Commission also concluded 
that the protection of Canadian refiners involved more than the duties 
which would be levied on imports, as the following quotation indicates. 


"In addition to the protection that can be measured in 
dollars and cents, arising out of the customs duties, the 
domestic refiner gets some other advantages in the Canadian 
market as compared with outsiders. For one thing he gets 
whatever advantage there is in the ocean freight rates 
being lower on raw sugar than on refined. For another, the 
Canadian refiner is operating in a market that absorbs a 
comparatively high proportion of brown or soft sugars and 
this increases his advantage over sellers of refined sugar 
who do not have such a market to sell in... 


"Domestic refiners also get some advantage over foreign 
competitors because their operations are comparatively 
close to their customers’ places of business. They are 
therefore more easily able to give quick service and to 
provide their products in the packages and form demanded 
from time to time by their customers without having to 
hold excessive stocks in a number of places. 


"In the sugar refining process there is some residual yield 

of molasses. Since a Canadian sugar refiner can apparently 
get more for his molasses than can the refiner in most other 
places the Canadian refiner's advantage is further increased." 
CRIP GING pence) 


The effect of the production of soft sugars on the Canadian 
cane refiners' protection is indicated in the following quotations 
from the same report. Jt should be noted that soft sugars are cur- 
rently sold at the same price as granulated sugar; at the time of the 
Commission's report, soft sugars were priced at a discount to granu- 
lated white sugar. Also, soft sugars are now only about six per cent 
of refiners' shipments; at the time of the RTPC report, they were 
eight to nine per cent of the total volume of shipments. 


"According to an estimate made in the Acadia—-Atlantic 
organization in 1951, there was an textra profit of 
around $1.00 per 100 lbs. due to water and impurities 
in softs' (AND 1643A, 4639). 
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"An analysis of 'Grade and Package Differentials't made 
in March 1953 within the Acadia-Atlantic organization 
includes a paragraph at page 12 which shows how this 
conception of there being an extra profit on soft sugars 
arises and is measured:- 


‘SOFT SUGAR 


Soft sugar is sold at a differential under granulated 
in recognition of the fact that it contains impurities 
of lower value than sugar, and also contains water. In 
spite of the differential the refinery makes a profit 
depending on analysis of softs, of somewhere around $1.10 
per 100 lbs. over the profit on granulated, based on 
current prices of granulated and the alternative product, 
blackstrap, at 1.2¢ per dry pound (about 14.5¢ per Imp. 
Gal.) The costs of packing the different grades of softs 
are calculated below in comparison with the cost of pack- 
ing softs in 100 lbs. jute bags with asphaltic paper 
liners. It should be borne in mind with respect to each 
grade that there is an additional profit of about $1.10 
per 100 lbs. for the reasons above given.'" (RIPC no. k, 
pe 335, 3h) 

From the preceding, it appears that the import statistics 
are an accurate reflection of the Canadian refiners’ position with 
respect to the threat of imports of refined sugar. Their protection, 
under the existing rates of duty, has obviously been sufficient to 
ensure that more than 99.5 per cent of the Canadian consumption is 
supplied by Canadian production in almost every year. 


Effective Protection of Cane Refiners 


The effect on the net protection of Canadian refiners of 
the proposals regarding the rates of duty on B.P. raws and on refined 
sugar, is shown below. In view of the preceding discussion, it is 
apparent that the relevant rates of duty for the Canadian cane refin- 
ing industry are the B.P. rates on raw sugar and the M.F.N. rates on 
refined sugar. 


Equiv. Duty(a) 


M.F.N. Duty LOR 19625" Net 
for Refined Sugar B2e. shaws Protection’) 
a! “Weente per 100 Lbs; of refined sugar - 
Proposed by: i ' 
B.C. Sugar 189° 32.62" 156.36" 
Atlantic 189” Free 189 
GC, & De 189° Free 189 
Cartier 1s9* Free 189 
St. Lawrence 162 5.05 156.95 
Industrial Users Free Free @) 
Consumerst Assoc. (b) Free ie 


(a) Proposed rate converted to equivalent of 100 lb. refined sugar 
(X 1.0309) 

(b) Proposed that effective protection should, at the least, not be 
increased by its proposals regarding raw sugar 

(c) Difference between columns 1 and 2; no account is taken of the 

preferential premium on raw sugar 

Indicates existing rates or situation 


ale 
a8 
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In most of the refiners' proposals their net protection 
would be increased by approximately 33 cents per 100 pounds of 
refined sugar, the net protection proposed varying from the approx- 
imately $1.56 of the existing rates (the B.C. Sugar and St. Lawrence 
proposals) to the $1.89 of most other refiners' proposals. 


If the ad valorem equivalents of these rates are of inter- 
est, there is an immediate question regarding what it is that is 
being provided protection. Raw sugar is such a large part of the 
costs and selling prices of refined sugar as to make such calcula- 
tions meaningless when based on the selling prices of refined sugar. 
For example, if the $1.89 is calculated on the Montreal refiners! 
average discounted list price in 1963, it would be approximately 
14.0 p.c.3; if calculated on the average discounted list price in 1968 
it would increase to 28.9 p.c. Thus, the equivalent ad valorem rates 
would vary inversely with prices of raw cane sugar, a product which 
is not produced by cane refiners and is purchased by them on the same 
terms as by other buyers of free market raw sugar. 


What is being protected by the duty~is the process of 
refining, that is, the value that is added by Canadian refiners in 
converting raw cane sugar into refined cane sugar; this is the basic 
concept of effective protection which is involved in the proposals of 
the Consumers! Association of Canada. In its simplest terms the 
effective rate of protection is the net amount of duty per unit, 
calculated as a percentage of the value added per unit, exclusive of 
duty, in manufacturing a product. The value added is derived by sub- 
tracting from the selling price of a product, the cost of the materials 
and supplies used in its manufacture, inclusive of fuel and electricity. 
The following equation has been used by the Board in calculating the 
effective protection on refined cane sugar: 


iffective rate of protection equals 


value added with duty - value added without duty x 100 
value added without duty 


Most tariff items in the Canadian Customs Tariff provide for 
a margin of British preference in the rates of duty. So long as there 
is competition among the suppliers of the goods to which the margins 
apply, these give an advantage to B.P. suppliers, which may be suffic-— 
ient to direct Canadian purchases to B.P. countries of origin. 


Thus, with competition among potential suppliers, the prefer- 
ential margin is a means of directing the flow of trade with little, 
if any, direct effect on the prices of the goods. In respect of raw 
sugar the situation is different and the preferential margin appears 
to perform two functions: firstly, it appears to direct Canadian 
purchases to B.P. countries of origin and, secondly, it enhances the 
returns which would be available to B.P. suppliers in competitive 
market situations. 

It is not clear to what extent the B.P. margin has been 
responsible for directing Canadian purchases of raw sugar to B.P. 
countries. Prior to the second world war the margin of preference and 
the Canadian preferential premium were identical and, at that time, 
raw sugar imported from M.F.N. countries of origin could have been 
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purchased by Canadian refiners at the same cost as raw sugar of B.P. 
origin. In spite of this, Canadian imports were almost entirely from 
B.P. countries of origin. In fact M.F.N. raws are currently a larger 
proportion of Canadian imports than they were 1937-39 (table 52), 
although some of the M.F.N. raws are currently purchased at a higher 
cost (than rnaws of BoP. origin. 


Table 52: Imports of Raw Sugar by Principal Country or 


Region of Origin, Averages 1937-39 and 1968-70 
3-year Average Per Cent of Total 
1937-39 1968-70 1937-39 1968-70 
mien Lbs* per cent 
BW, Le 603.7 Oat ey 62.2 2 
Australia 16205 65.3 16.8 23.0 
Faia. S170 LS. 6 1965 wok 
Mauritius (2) _ 36257 -~ pee 
South Africa elvee De Woa Le 25.9 
Other B.P. Africa 29.0 ois 3.0 ee 
Total B.P. (>) 951.5 1,859.6 98.0 91.8 
Cuba 18.6 Ley ee!) 1.9 6.8 
Other M.F.N. A AS ail opel Jas 
Total M.FiN. 19,8 65 8 240 Gre 
All Countries eas) erOeie y FOO 30 10050 


(a) Includes Swaziland 
(b) Includes Bahamas, British Honduras, India, Malaysia 


Source: DBS, Cat. No. 65-007 


In part, comments of the Mauritius spokesman, regarding 
traditional relationships, may explain why Canadian refiners, in the 
years before World War II, used B.P. supplies almost exclusively, 
although there was no cost advantage relative to M.F.N. raws. He said: 


" .. my experience ... is that the selling of sugar in 
Canada was done in an extremely personal relationship 
basis ... This personal contact ... is coming to know 

the requirements of the refiners ... what kind of sugar, 

in what kind of vessel, what date of arrival and for what 
purpose is required to import sugar, and it is trying to 
meet these requirements, which establishes that trading 
relationship for which the word "tradition" has been used." 
[Vous ays pwd Oi) 


Many statements could be quoted to indicate that the prefer- 
ential premium has resulted in B.P. suppliers regarding the Canadian 
market as being almost equivalent in importance to their premium-priceé 
markets in Britain and the U.5S.4. The following remarks by the South 
Africa spokesman show this clearly; they also show that the premium 
has benefited Canadian refiners by insuring continuity of supplies. 


ee 


"Sir, may I just get back'to this question of the drought, 
which hit us in 1965-66. I think it would be pertinent to 
say sir that in support of our contention that it is in 

the best interest of all parties to retain the preferential 
tariff structure as it is, that in this particular drought 
year, South Africa went out and bought hundreds of thousand 
of tons of sugar from“other sources, so that we could_fill 
our commitments to the Canadian Refiners. Our contract 
stipulated sugar of South African origin. What sugar we 
had in South Africa went in fulfillment of our contractual 
obligations. We imported sugar for our own'domestic use ... 
I have no doubt at all sir that other producers would have 


done exactly the same ... to us it was a matter of honour 
to see that our obligations were met." (Vol. 8, p. 1223, 
122),) 


The fact that imports from M.F.N. countries were a smaller 
proportion of total Canadian imports in the period before the second 
world war than currently, indicates that differences in costs were 
probably a minor consideration in the development of the historical 
relationship between Canadian refiners and B.P. suppliers. When these 
relationships were being developed there was no price advantage in 
purchasing B.P. raws and millions of tons of Cuban raws were available 
for export to Canada but, in spite of this, Canadian refiners purchased 
raw sugar almost exclusively from B.P. countries. 


The reduction of the premium from one dollar to 85 cents was 
accomplished not by bargaining between buyers and sellers, but by 
agreement between Canadian and British representatives during the term 
of Canadian government control of raw sugar supplies. (Vol. 8, p. 1248) 
The reduction of the premium from 85¢ to 75¢ per 100 pounds of 96° sugar 
appears to be attributable more to the revolution in Cuba and the with- 
drawal of South Africa from the Commonwealth than to the exercise of 
bargaining power by Canadian. refiners. 


The inflexibility of the preferential premium in conjunction 
with the basing point-freight equalization system of pricing by B.P. 
suppliers, suggests a greater element of sharing the Canadian market 
by B.P. suppliers than of price competition for that market. This is 
also suggested by a variety of statements made at the public hearing. 
For example, the spokesman for Mauritius noted that his country did 
not supply the Vancouver refinery because "it is ... tied up with the 
traditional pattern of selling to Canada ... it so happens that there 
has been an established pattern ... developed .... which is rather 
difficult to break." (Vol. 7, p. 1036) The Australian spokesman said 
"there is a bank of sugar in Australia available to take over short 
positions in terms of supply which might temporarily affect ... Common- 
wealth nations." (Vol. 7, p. 1183) The South African spokesman, after 
commenting on some of ,the difficulties his country faced in selling 
. sugar after withdrawing from the Commonwealth and after noting that 
Canada was the only preferential market available for South African 
sugar, said "I think that our proportion of sales to the Canadian 
Market will probably remain reasonably static, except in so far as we 
can do as Australia does, act as a bank to fill in any gaps, which 
might occur from time to time’..." (Vol. 8; .—p. 1239) 
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In view of the above, it seems clear that those countries 
which have large supplies of raw sugar for export, as Australia, 
South Africa and Mauritius, consider that they are entitled to some 
predetermined share of the Canadian market, which they will not 
ordinarily exceed except to make good shortfalls on the part of other 
B.Pe euppliers: ; 


The spokesman for Australia discussed the Canadian prefer- 
ential premium in the following terms: 


"Canada's preference system for raw sugar rests on simul- 
taneous and adequate commercial incentive for buyers and 
preferential seller to deal together. Unless the buyer has 
commercial room to negotiate a more attractive price to him 
he will be indifferent as to source between preferential 
and non-preferential sellers. Correspondingly unless the 
seller has the commercial room to improve his return from 


sales to Canada compared with other markets -- i.e. be able 
to overcome freight and price differentials etc. in alter- 
native available markets -- he will be indifferent or even 


averse to selling to Canada. 


"i prererence margin, effective in achieving priority 
of supplies for Canada, must be large enough to provide 
room simultaneously for commercial incentive to both buyer 
and seller in most or all market circumstances. The prefer- 
ence margin must be sufficient to offset whatever level of 
commercial disability exists against Canada compared with 
alternative markets. It is important to recognise that the 
level of that disability varies with market circumstances." 
ot Pe pedi055) 1056) 


Clearly, the Australian raw sugar industry regarded the preferential 
premium, at least in part, as a means of offsetting Canada's freight 
cost disadvantage relative to buyers like Japan, Malaysia, Singapore 
and others. 


It was evident from the discussions at the hearing that 
B.P. suppliers, particularly Australia, South Africa, Mauritius and 
Fiji, regarded the preferential premium as an essential element in 
assuring Canadian refiners of supplies from the more distant B.P. 
countries; these countries will probably supply 80 per cent or more 
of Canadian raw sugar imports in the future (see table 35). The 
following quotations indicate some of the views of B.P. spokesmen. 


"In the world free market sugar trade, Canada has an 
effective priority of sugar supplies, arising from the 
existing preference margin... A major part of Canada's 
supplies is shipped from distant sources at relatively 
high freight costs, and the freight differentials between 
shipping from those sources to Canada and shipping to other 
nearer markets is generally offset through the current margin 
OP Drenerésnice ea." 


| : | 

"Without the existing preference margin a number of the 
proven suppliers may, on economic grounds, have to consider 
reducing substantially their participation in the Canadian 
market.”... . 


- 
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",... without the existing preference, the Australian 
sugar industry would have little financial incentive to 
supply Canada. Other markets would become more attractive 
fo Australia. (VOL. (5 pet lO5e ako eel ol) 


"Without the existing preference margin, the Fiji sugar 
industry would, albeit reluctantly ... be forced to consider 
the desirability of being so heavily committed to a single 
~-. market to the detriment of its potential large scale 
participation in fast growing markets in Asia ..." (Vol. 7, 
Segui) 


"It is the considered opinion of Mauritius:- 

(a) that the present amount of the Canadian preference 
is no more than is necessary to attract regular supplies of 
preferential sugars ... 

(b) that any reduction of the preference margin ... 
would imperil Canada's most reliable sources of supplies ..." 
(Vol eO nee) 


At the public hearing, and in correspondence, it was 
apparent that the refiners consider that the preferential premium is 
equivalent to an additional duty which applies to the raw cane sugar 
which they use. This view would appear to have some limited validity 
only if the analysis were involved with determining the effective 
protection resulting from all relevant factors, including, for 
example, the protection afforded by costs of transportation of refined 
sugar. lf the total premium of some 75 cents per 100 pounds of 96° 
raws is regarded as duty, it involves the assumption that distant 
countries such as Australia and South Africa would continue to supply 
Canada in the absence of any freight-cost differential such as Japan 
and Malaysia pay. 


Although the upper limit of the premium is, apparently, 
determined by the difference between the B.P. and M.F.N. rates of duty 
of tariff item 13500-1 (the preferential margin), the preferential 
premium has declined from $1.00 to 85 cents per 100 pounds and, more 
recently, to 75 cents per 100 pounds of 96° raws. B.C. Sugar stated, 
for example, that on one recent occasion the premium had been as low 
as 65 cents per hundredweight. (Vol. 5, p. 685) In contrast, the 
rates of duty established by the provisions of the Customs Tariff are 
not negotiable and remain unchanged regardless of the market situa- 
tions involved in particular transactions. 


Tables 40 and 42, in the section on "Imports of Raw Sugar", 
indicate, clearly, that Canada would have to pay a fairly substantial 
premium to Australian, Mauritian, Fijian, and B.P. Caribbean suppliers 
in order to attract sugar which might otherwise be sold, for example, 
to Britain or Japan. Even if there were no British preferential margin 
in the Canadian rates of duty under item 13500-1, Canadian refiners 
would have to pay at least 40 cents per hundredweight over the LDP in 
order to attract supplies from Australia and Fiji. This "premium" over 
the LDP could not be considered part of the duty paid by refiners-on 
raw sugar although, like the rate of duty which might apply, it would 
increase the costs of Canadian refiners. The similar, so-called 
premium paid by Japan could not be considered to be part of the duty . 
paid by Japanese refiners in a calculation of effective protection 
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for that country. Thus, although the preferential premium paid by 
Canadian refiners increases their costs, and is thus taken into 
account in the calculations, it is not the same as the duty payable 
by Canadian refiners on their purchases of raw sugar. 


In effect, the existing preferential premium consists of 
two elements: one part represents the amount which Canadian refiners 
must pay in order to compete with British, Japanese, Malaysian and 
other refiners for supplies of Indian and Pacific Ocean raws; the 
second and smaller part is the negotiable part of the premium and 
reflects the relative bargaining positions of buyers and.sellers. To 
consider the total premium as protection on the refinerst raw mate- 
rials is to overstate the amount which might reasonably be attributed 
to the effects of the provisions of the Canadian Customs Tariff by 
more than twice, even if that part of the premium which is not a 
freight differential cost is regarded as duty on raw sugar. However, 
even that part of the premium which is attributed to the difference 
between the B.P. and the M.F.N. rates of duty and not with the first 
element, which is essentially a cost of transportation, does not 
appear to be protection afforded by the rates of duty, in the ordin- 
ary sense. 


Therefore, in the calculation of the effective rate of 
protection, variation A, the preferential premium is included in the 
costs of the raw cane sugar which refiners use but, like the cost of 
ocean freight, is not deemed to be protection arising out of the 
rates of duty on raw cane sugar. However, in order to examine the 
impact of other approaches on the effective rate of protection, 
several calculations were made, based on the following assumptions 
regarding the preferential premium on raw sugar: 


(ANe the total premium was included in the refiners’ costs but was 
not considered to be duty paid on raw sugar; 


(B) the part of the preferential premium which was assumed to be 
premium, as distinct from freight cost differential, was taken 
to be 33 cents per 100 pounds of 96° raws; 


(C) the premium was assumed to be 75 cents per 100 pounds of 96° 
raws and this total amount was treated as additional duty 
paid on the raw sugar. 


In all the above variations it was assumed that refiners used B.P. 
raws and priced "up to the M.F.N. Tariff" on their refined sugar 
products. 


| In addition, it was assumed, in variations (D), (E) and (F), 
that Canadian refiners used B.P. raws but priced their refined sugar 
products in relation to the B.P. rates of duty; the variations based 
on this assumption correspond with the assumptions of variations (A), 
(B) and (C), in respect of the treatment of the premium on raw sugar, 
but the value added and the effective rate of protection are calcu- 
lated in relation to potential imports of B.P. refined products. 
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The calculations of the rates of effective protection on 
refined cane sugar and its products, given in table 53, are based on 
the data reported by Canadian cane sugar refiners to the DBS; in some 
cases supplementary information was obtained from individual refiners. 
The computations were made in the greatest detail permitted by the 
data; for example, the duty ‘included in cach of the several kinds of 
packaging materials and chemicals used, was determined before aggre- 
gation. However, the value of most of the individual raw materials 
other than raw sugar, was so small, that, when converted to the basis 
of 100 pounds of refined sugar, most had to be aggregated in order to 
obtain significant figures. The calculations were made for 1968 and 
1969 and yielded very similar results except that the effective rate 
was somewhat lower in 1969 than in 1968. 


The details of the calculations of variations (A), (B) and 
(C) are the same except for the differences which result from the 
assumptions regarding the preferential premium for raw sugar; the 
differences in these assumptions affect the lines in the table relating 


to "raw cane sugar", "total inputs" and "value added'', The assumptions 
relating to variations (D), (E) and (F) affect, in addition, the fig- 
ures in the line designated as "total outputs". For convenience, the 


complete details of variation (A) are given in table 53, but only the 
resulting effective rate of protection is shown for each of the other 
variations. 


Table 53: Effective Protection of Canadian Cane Refiners, 


Under Various Assumptions, 1969 


Ad Val. 
Value, Duty Amount Value, Duty Equivalent 
Included. of Duty Excluded of Duty 


- § per cwt. all products - Dec. 

Variation (A) 
Raw cane sugar 4.3388 3239 4.019 Soul 
Filtration & rel. mats. sho 0001 0434 62s 
Starches, acids, etc. 0156 FOO 20139 1236 
Containers & pack. mats. 22636 503.901 .22h5 eee 
Operating, maint. & 

repair supplies 2360 BO Ar A163 1526 
Fuel & electricity ~ 1091 0024 - 1067 2.5 

Tota leinputs 4s) 4.9066 3850 4.5216 8.5 

Total outputs (b) 7.9436 We cv bois 6.0678 Oy 
Value added (b - a) 3.0370 1.4908 Ibi Ge = 


Effective Rates of Protection - Various Assumptions 


(A) Premium included in costs of raws - excluded from duty 96.4 p.c. 
(B) Premium of 33¢ per cwt. of 96° raws included as duty 59.9.6. 
(C) Premium of 75¢ per cwt. of 96° raws included as duty 2975) Dee 
(D) As (A) but using B.P. rates on refined products 201 apace 
(E) As (B) but using B.P. rates on refined products Le. Bopbe, 
(F) As (C) but using B.P. rates on refined products = 36.7 p. Ce 
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In view of the relatively low average rates of protection 
on the inputs, it is not surprising that the effective rates of pro- 
tection are as high as 96.4 p.c. and 59.9 p.c. in variations (A) and 
(B), respectively. These high levels of protection are consistent 
with the data presented in the section on the "Refinerts Nominal 
Margin" and the financial results of the sugar refining industry. 

With effective rates of protection of this magnitude it is not. sur- 
prising that the industry supplied at least 99.5 per cent of Canadian 
consumption in 10 of the past 15 years. Variation (C) represents the 
approach generally favoured by the refiners; however, as the preceding 
discussion indicated, it would be unrealistic to assume that Canadian 
refiners could obtain the raw sugar which they require without payment 
of the freight-cost differentials from distant suppliers. 


When the proposals of the industrial users for free entry 
of both raw and refined sugar were used in the calculations in place 
of the existing rates of duty, the resulting effective rate was 
negative, minus four p.c. 


The rates of duty proposed by the Consumers’ Association 
were also substituted for the existing rates, in the calculations, to 
determine approximately what rates of duty on refined sugar would 
avoid any increase of the refiners! effective protection and, prefer- 
ably, would reduce it, if B.P. raws were duty-free. Three calculations 
were made assuming M.F.N. rates of $1.00, $1.25 and $1.50, per 100 
pounds of all refined products; in all of the calculations it was 
assumed that refiners would take full advantage of the protection 
available to them. 


M.F.N. Rate Per 100 Effective Rate of Protection 
Pounds of Refined Sugar Asin Variation & As in Variation B 
$1.00 39.8 pec. One yoaee 
olee5 bo OL Dials YEO) Dies 
$1.50 ocd Care LOzd p.e. 


Presumably, the Consumerst Association would have preferred the lower 
rates, of $1.00 or $1.25 per 100 pounds, to the $1.50 rate. 


Canadian Prices of Refined Sugar 


Canadian refiners and many of the suppliers spoke of the 
high quality of Canadian refined sugar and of the low retail prices of 
sugar in Canada. There appears to be no question, on the basis of 
available evidence, that Canadian refined sugar is probably equal to 
the best in the world. The product is almost chemically pure sucrose 
and, according to the regulations under the Food and Drugs Act must 
contain not less than 99.8 per cent sucrose, by weight. A large 
proportion of Canadian production is substantially higher than this 
minimum; some companies’ sugar averages about 99.97 per cent sucrose. 
Although it might be questioned whether such a high standard is neces- 
sary or desirable for some purposes, the quality of Canadian refined 
sugar is unquestioned. 
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- Although Canadian prices of refined sugar may appear low 
when compared with prices in Britain or the U.S.A., they are high in 
relation to the prices paid by Canadian refiners for raw sugar. This 
was evident in the section on "The Nominal Refiner's Margin", where 
it was shown that the Canadian refiner's margin is consistently higher 
than that of either the U.S.A. or Britain; it is also evident from the 
following comparisons of average comparable costs of raw sugar and 
prices of refined sugar, in Canada, the U.S.A. and Britain. 


Table 54: Costs of Raw Sugar and Wholesale Prices of Refined 


Sugar, Canada, Britain and the U.S.A., 1961-70 
(a) 


Costs of Raw Sugar Wholesale Price Refined ©) 
Canada U.K, (b) LieSunte Canada USK, UsSrk, 


$ per 100 lb. $ per 100 lb. 
1961 2 6.05 6.29 7.04 8,23 8.68 
1962 4.62 yey, 6.45 7420 9.18 8.87 
1963 Te 26 8.61 8.19 13.75 10.36 allies ts 
1964 8.25 een 6.90 1a G2 10.45 9.93 
1965 bibte ade Opie 6.83 Spi ise 9.48 
1966 ee 6.94 6.99 6.38 9.06 9.62 
1967 3.80 7.03 7.28 6.62 9.25 9.88 
1968 3.65 6,27 7.52 6.68 8.31 phe Pal 
1969 syle 6.48 Fel B29 8.42 10.69 
1970 ial 6.03 8.07 8.96 8.11 ieee 


(a) Cost of quantity of raws equivalent to 100 lb. of refined sugar 


(b) LDP plus surcharges or minus distribution payments 
(c) Discounted list prices in one hundredweight bags 
Pp 


Source: “Various publications of the 1,5.4.,.U.5.0f4. 9 Un ugar 
Board Annual Reports, and price lists of refiners 


The relationships between the costs of raw sugar and the 
wholesale prices of refined sugar are more readily apparent when the 
cost of the raw sugar is expressed as a percentage of the discounted 
wholesale price. These relationships are shown in table 55; it is 
obvious that, except in years like 1963 and 1964 wher Canadian 
refinerst costs of raw sugar were very high, raw sugar’ constitutes a 


much smaller proportion of the wholesale price in Canada than in 
Britain or the Uts. A. eg 
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Table 55: Costs of Raw Sugar as a Percentage of the Wholesale 
Price of Refined Sugar, Canada, Britain and the 


U.S.A., 1961-70 


Canada Britain U.S.A. Bens 
cost of raws as % of refined wholesale price 


1961 62.8 73,65 7205 
1962 64.2 viz eal Ge 
1963 81.9 So al 73, 5 
1964 the 63.6 69.5 
1965 5S 4) Pes Vhvie 
1966 rte: 76.6 Ved 
1967 (oth. 76.0 W Gea 
1968 Shee (ore) Vek 
1969 61.8 GRO 72.5 
1970 6307 (ees PAD) 


Source: Derived from table 54 


In the section on "The Nominal Refiner's Margin" it was 
stated that "the persistence of a larger margin is possible only 
where the market in which the larger margin occurs is protected by 
institutional factors within that market, the rates of duty on refined 
sugar ... or as the result of a combination of these factors." It is 
apparent, from the preceding analysis, that the effective rates of 
duty on refined sugar are high, by whatever method such a calculation 
is made. 


The 1960 "Report Concerning the Sugar Industry in Eastern 
Canada", of the Restrictive Trade Practices Commission, concluded 
(p. 314) with the statement that: 


"It would appear desirable that as revisions are negotiated 
with respect to trade agreements affecting sugar the degree 

of concentration now existing in the Canadian sugar industry 
should be kept in mind so that potential or actual competition 
from external sources will be able to act as an additional 
factor in situations where the fewness of Canadian suppliers 
might. otherwise contribute to a lack of responsiveness to 
changes in underlying market conditions." 


, . 
Capacity of Canadian Cane Refineries 


According to the Board's calculations, the production of 
cane sugar in Canada, in the four years 1967 to 1970, varied from a 
low of 58 per cent of the industry's capacity in 1967 to a high of 
63 per cent of the capacity in 1970. The relationship of the indus- 
try's production to its capacity is summarized below. 
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Individual 

Production of Capacity of All Cane Refineries 
Cane Sugar Refineries Refineries Lowest Highest 

million pounds prod. as % of capacity 

1967 ne! LOW 3,020 Dosr iwi 82.1 
1968 1, 860 CeO 61.0 LO. let 
1969 1,897 3,199 AS: L6.5 86.0 

1970 2,000 Be0L Deiep -s a 


The excess capacity of the Canadian cane refining industry 
supports the conclusions suggested by the large size of the Canadian 
refiner'ts margin and the high rate of the industry's effective protec-— 
tion. The extent to which individual refineries’ make use of thei: 
refining capacity is subject to considerable variation as was also 
the case in respect of such measures as the refiner's margin, costs 
and profits. 


As was evident in the earlier sections of the report in 
relation to costs, profits and the refiner's margin of individual 
refineries, some refineries appear to operate, consistently, at much 
below their capacity. For example, in the three years, 1967 to 1969, 
one refinery operated at less than 50 per cent of its capacity in 
every year and another operated at approximately 50 per cent of 
capacity in two of the three years. Only two refineries! production 
exceeded 75.per cent of capacity in each of the three: years. 


The Canadian cane sugar refining capacity is shown in table 
56, below, for the period 1955-70, together with production of cane 
sugar an this period. 


Table 56: Production and Capacity of Cane Sugar Refineries, 


selected Years, 1955-70 


Prod. As % 
Production Capacity of Capacity 
million pounds per cent 
1953 ie leln 2,009 64.9 
1960 1,426 Pig tye ers 
1965 1,674 3,020 boat 
1970 2, O00 aces Geno 


It is clear from the table, that Canada had sufficient cane 
refining capacity, in 1955, to supply the total domestic and export 
demand in 1965, by operating at 83 per cent of capacity. Nevertheless, 
two new plants came into operation between 1955 and 1965 and others 
expanded their existing capacity during that period. ©. & D. opened 
a large, new cane refinery at Toronto, in 1959, although the industry 
was then operating at less than 60 per cent of capacity; the much 
smaller Cartier refinery started operations in 1964, when Canadian 
production was approximately 58 per cent of cane refining capacity. 
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St. Lawrence's spokesman noted that the company refinery 
was operating at 70 per cent of capacity at about the time of the 
hearing and said costs would be reduced by 25 cents per 100 pounds 
of refined sugar if the refinery could be operated at capacity. 
(Vol. 3, p. 409) This suggests that much larger savings could be 
achieved in those plants which were operated at less than 50 or 60 
per cent of their capacity. It also suggests that market rigidities 
and the protection available to the industry is of such a magnitude 
as to make such savings less important than company strategies 
related to capturing and holding some share of the Canadian market. 


The Rates of Duty for Sugars Imported by Non-refiners 


Under the existing tariff items, relatively low-polarization 
raw sugars below No. 16 Dutch standard, are entered under item 13500-1, 
regardless of the intended use; high-polarization raw sugars, or the 
semi-refined sugars such as plantation whites, are entered under item 
13400-1, when imported by others than refiners. Imports for use in 
the manufacture of wine, covered by items 13405-1 and drawback item 
97050-1, are excluded from this discussion. The darker sugars, 
not exceeding No. 16 D.S., would generally have a polarization of less 
than 99°; the sugars of the quality of plantation whites would have a 
polarization in excess of 99° and many would exceed 99.5°. 


Some refiners expressed concern about the higher-quality 
sugars which might be imported by non-refiners for industrial use, but 
the refiners did not appear to consider that the lower quality sugars, 
not exceeding No. 16 D.S., posed much in the way of a threat to their 
market. However, although the refiners did not feel threatened by the 
sugars not exceeding No. 16 D.S., the rates which they proposed for 
these, when imported by others than refiners, would be prohibitive. 


If the wording of the existing items were appropriately 
changed only by substituting another colour standard for the Dutch 
standard, non-refiners would be entitled to import sugars equivalent 
to the darker sugars not exceeding No. 16 D.S., at whatever rates were 
applicable to item 13500-1 and, it should be noted, other internation- 
ally recognized colour standards for sugar do exist. Under the wording 
of items 13400-1 and 13500-1 proposed by the refiners, non-refiners 
would not be able to import the darker raw sugars nor to purchase them 
from refiners, at the rates of duty under item 13500-l1. The results of 
adopting the proposals of most of the refiners regarding the wording 
and rates of duty for items 13400-1 and 13500-1 are illustrated below. 


Polarization of Raw Sugar 
60 let 98" be 


ao. duty in cents per 100 lbs. 


Under existing item 13500-1 2B. 7ie, 02 ebe. . 20>0bha. .31.0k 
As proposed for item 13500-1(4) Free Free Free Free 
As proposed for item 134,00-1(4) 99 101 103 109 


(a) Proposed by Atlantic, C. & D. and Cartier; St. Lawrence proposed 
rates of 4.6¢ to 4.9¢ under item 13500-1 depending on polarization, 
and a rate of $1.09 under 13400-1, regardless of polarization 
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Under the existing items and rates, non-refiners can import 
B.P. raws not exceeding No. 16 D.S., of polarizations from 96° to 99° . 
inclusive, at rates rising from about 29 cents to 32 cents per 100 
pounds ; if only the refiners' proposed change in the wording of the 
relevant items were implemented, the duty on these sugars to non- 
refiners would be increased to 99¢ to 109 cents per 100 pounds; if 
only the rates proposed by the refiners for item 13500-1 were imple- 
mented, non-refiners could import these sugars free of duty. Thus, 
the effect of the refiners' proposals would be that they could import 
these darker raws free of duty, under their proposals, but the small 
amounts purchased by industrial users from refiners would be dutiable 
at very much higher rates, although these sugars are not competitive 
with any products produced by refiners and, as the statements of 
C. & D., St. Lawrence and Atlantic clearly indicate, they are purchased 
entirely from the refiners, themselves. 


St. Lawrence commented, as follows, on the difficulties 
involved in supplying darker sugars to industrial users at the lower 
rates which now apply to sugars not exceeding No. 16 D.S. 


Wes DL we are ‘to have ‘es criterion Dike sire [sulphated ash 
content/ that determines whether a sugar falls under 134 or 
135 unless it is used. for refining purposes, this ‘criterion 
must be well removed from the analysis of the general run of 
raw sugar; otherwise, the operation of bagging this sugar 
off and running samples up to the Lab all the time to make 
sure that what is going into the bag to be resold to the 
consumer does not contravene the Tariff makes it a very very 
awkward miserable business ... We realize there is an 
element of less protection to the refiner, but I don't think 
it's a thing we need to worry about quite as much as some of 
our friends in the industry would have us think." (Vol. 3, 
Dees o40) 


The C. & D. spokesman said "it is only very rarely to-day 
that we are getting sugar below 16. Very rarely." In reply to a 
question he also said, "the proportion of our sales represented by 
sales of raw sugar is really minute." (Vol. 1, p. 196, 197) 


Although users such as meat packers, feed manufacturers and 
tobacco processors could have imported such darker sugars directly, 
under the existing provisions and lower rates of item 13500-1, none 
appears to have been so imported. This is not surprising in view of 
the small quantities involved and the services performed by refiners. 
A small cargo would be about 3,000 tons, or more than three times the 
apparent total quantity of such raw sugars actually used annually. 
Moreover, in the light of the comments of C. & D. and St. Lawrence, 
regarding the difficulty of finding sugars not exceeding No. 16 D.S. 
in their warehouses, it might be very difficult to purchase a whole 
cargo of such darker sugars. 
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Semi-refined Sugars (Plantation Whites 


In many of the less-developed countries which produce cane 
sugar, semi-refined sugars are widely sold for household use; they 


are known by such names as "mill whites" "plantation whites" and 
"turbinados", These sugars contain less sucrose and are darker than 
the refined sugars sold in most of the developed western countries 
but, when manufactured under hygienic conditions, pose no hazard to 
health. The minimum polarization of sugars such as plantation whites 
exceeds 99° and many would exceed 99.5°. 


Mill whites or plantation whites tend to have a greyish 
colour compared with fully refined sugar, are slightly less sweet, and 
the non-sugars which have not been extracted during processing may 
give them a slightly different, though not unpleasant, flavour. Some 
of these sugars are used by Canadian wineries (Vol. 8, p. 1287) and 
might be used by manufacturers of sugar-containing products such as 
soft drinks, jams and confectionery although it might be necessary to 
treat them in some way before use. (Vol. 8, p. 1369, 1370) 


The recommended standards of the Codex Alimentarius Commis-— 
sion of the F.A.O. and the World Health Organization, of the United 
Nations, are given in "The Products" section. The principal differ- 
ences between the recommended minimum standards for white sugar and 
plantation whites is in respect of minimum polarization (99.7° and 
99.5°, respectively) and colour (60 ICUMSA units and 150 ICUMSA units, 
respectively). It is noteworthy that the ICUMSA units provide an 
internationally accepted standard of colour for sugar. 


Sugars with a minimum polarization of 99.5°, as in the 
recommended standards for plantation whites, if imported by non- 
refiners, would be subject to the rates of item 13400-1, which apply 
also to fully refined sugar. This circumstance, together with the 
convenience of purchasing refined sugars from Canadian refiners, has 
prevented their importation by industrial users other than wineries. 


The quantities which would be involved in single cargoes 
and the hazard of price changes between the time of purchase and the 
arrival of the cargo, are two major limitations to the direct import- 
ation of plantation whites by users. Additional costs would be 
involved in providing storage and, possibly, in the installation of 
washing and filtration facilities for sugars which required such 
treatment before use. Thus, although plantation whites do not appear 
to be a threat to Canadian refiners, they approach refined sugar in 
composition and are more likely to be used on a large scale by manu- 
facturers than are sugars not exceeding 99° polarization. For the 
lower polarization sugars, those not exceeding 99°, the use of the 
Dutch standard appears to have been of little significance in deter- 
mining the extent of their use, although the colour standard has made 
such sales by refiners an "awkward miserable business" in the view of 
the St. Lawrence spokesman, because so little of the imported raws 
are so dark in colour as not to exceed No. 16 D.S. A spokesman for 
C. & D. said "it is only rarely to-day that we are getting sugar 
belowil6. (Vol... 1, p. 196) 
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The brief of Mr. R.W.M. Austin discussed the use of planta- 
tion whites in the manufacture of food products which have the capa- 
city of absorbing the characteristic taste which such sugars sometimes 
have. The brief noted that these sugars can be purchased at a lower 
cost than the fully refined sugars produced by Canadian refiners and 
their use would benefit manufacturers who could use them. Mr. Austin 
claimed that "the Sugar Cartel have over the past 15 years, succeeded 
in blocking importation into Canada of this type sugar other than for 
refining" (Vol. 8, p. 1428), but he submitted no evidence, at the 
hearing, to support this view. 


However, the Restrictive Trade Practices Commission dealt 
with this subject, at some length, in its report on the eastern Canada 
refiners; some quotations are reproduced below. 


"The evidence obtained in the inquiry shows that raw 
sugar may be used as a substitute for products of the sugar 
refining industry in some processes in the beverage and food 
processing industries. There is a recognized trade in such 
sugars which are carried through further stages of washing 
in the cane sugar producing areas than the raw sugar supplied 
to refiners and are thus referred to as "washed raws" or 
"light raws", The process may be carried further to a stage 
referred to as "plantation whites". When such sugars are 
purchased by beverage or food processors the raw sugar may 
be further washed by the purchaser to remove impurities. 


",.. During the summer of 1953 there was correspondence 
between the OCzarnikow offices in London and Canada about the 
supply of plantation whites to food processors in Canada. On 
July 31, 1953 Sir William Rook of Czarnikow Limited, London 
wrote to the company's Canadian subsidiary: 


'Thank you for your letter of the 28th July. 
We have advised our own friends in Barbados that we 
prefer not to handle whites for Canada. They thor- 
oughly understand the position and accept it. Please 
keep us informed, however, of any further business 
which is done,?! 


(ATF 0053, 18464) 


In a letter to Mr. W.J. McGregor [of ieee Do/ on Marchese, 
1954, Sir William Rook wrote, in part, as follows: 


",.. The reason I am writing to you personally today 
is that I am told there are reports circulating in Montreal 
that Czarnikows are not doing everything they can to keep 
the Canadian market free of imported white and refined 
sugars. Ihis is most surprising in view of the Tacvpthat 
I have personally taken the lead in trying to persuade West 
Indians and others that the proper course for Commonwealth 
Producers to pursue was to avoid any sales of shipments 
which might clash with Refiners' interests. 


1B ie: 


"When I was with you in Montreal I sent a long cable 
to the London Representative of B.W.1.5.A. pointing out 
how strongly I felt that this was in the interests of 
B.W.1. Producers, and my cable was forwarded, also by 
cable, to B.W.1.5.A., and was acted upon by that organisa- 
tion. Since that time we have been approached by various 
people asking us to sell sugar to Manufacturers, but we 
have always replied that we felt we should be acting 
unwisely if we attempted to compete with Canadian Refiners, 
and that, moreover, this would be contrary to the interests 
of the raw sugar Producers themselves." 


In the "Conclusion" of the report, the Commission comments 
on these activities as follows. 


"The eastern refiners received further protection 
from the practice of sugar producers in potential areas 
of supply refusing to make available types of semi- 
processed sugar which could be used by certain manufac- 
turers. such restriction was encouraged by ©. & D. through 
its relationship with sugar brokers." 


(RIPG-No. ky, pe 245, 247, 249, 250, 313) 


The Regulations Under the Food and Drugs Act 


The regulations under the Food and Drugs Act can have an 
important bearing on Canada's domestic and international trade in 
sugars. As noted in the section on "The Products", "sugar" in Canada 
must be at least 99.8 per cent sucrose; under the.recommended stand- 
ards of the Codex Alimentarius, the minimum polarization of white 
sugar is 99.7 , essentially 99.7 per cent sucrose. The regulations 
also provide that only sugar, as defined in the regulations, may be 
used in the production of certain food products. 


The fact that the Canadian standard for "sugar" exceeds the 
recommended standard of the Codex Alimentarius would probably be of 
little importance as a non-tariff barrier, because most countries 
which might export refined sugar to Canada would have no difficulty 
in producing sugar which exceeded the Canadian regulations. However, 
the provisions, under the Food and Drug Regulations, that only "sugar" 
may be used in the manufacture of certain food products may prohibit 
the use of completely safe and suitable sugars of a lesser purity and 
raises the issue whether or not this standard is unnecessarily high in 
some instances; Canadian refiners produce no white sugars whose sucrose 
content is less than 99.8 per cent, at least partly because such 
products could not be labelled "sugar" and partly because the demand 
for them may be small. 


The recommended standards of the Codex Alimentarius and the 
discussions at the public hearing suggest that industrial users and 
perhaps some ordinary consumers, would welcome an opportunity of using 
sugars which were somewhat less pure than is required by the existing 
regulations. The Industrial Users were more concerned that tariff 
rates should not be so high as to make the use of sugars like planta- 
tion whites too costly relative to sugar as defined in the Canadian 
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» regulations. Their spokesman made the following comments at the 
hearing: 


"We understand this Board has been told that it is against 
Food and Drug Regulations to use sugar of the analysis of 
raws for human consumption. Frankly, we don't know if this 
prohibition also applies to turbinados or to plantation 
whites ... However ... we can only suppose it means that 
we are prohibited from using this sugar directly in our 
process without any change, purification or filtration. 

We submit, Mr. Chairman, that irrespective of whether this 
is the case or not and irrespective of whether the Food 

and Drug Authorities will allow us to use these sugars or 
not, and irrespective of whether the Canadian Industrial 
Sugar Users can, by themselves, change the properties of 
any of these sugars to make them acceptable in new form 

to the Food and Drug Directorate, the Food and Drug Direc-— 
torate alone and the Pure Food Laws of this country should 
be the only ones to regulate what the Food Industry should 
or should not use. It does not seem to us that this should 
be within the purvue of the sugar refiners or the Department 
of National Revenue. 


We think it should be said that many products in their 
raw form would be prohibited by Food & Drug for human con- 
sumption in that form, but when further processed by industry 
they can be made entirely acceptable. 


The very refining of raw sugar itself is a classic 
example." (VOTO ip RAYS e eas 33) 


Aid to Developing Countries 


An important aspect of the regulations and of the existing 
tariff items and rates of duty, together, is that they tend to be in 
opposition to the position taken by Canada with respect to the objec- 
tives of the United Nations Conference on Trade and Development 
(UNCTAD). The sugar industries of five developing countries, Fiji, 
Mauritius, Swaziland, Uganda and Cuba, were represented, individually, 
at the public hearing; in addition, the West Indies Sugar Association 
acted on behalf of the sugar industries of Antigua, Barbados, Guyana, 
Jamaica, St. Kitts and Trinidad. Fiji, Mauritius, Swaziland, Uganda, 
Cuba and Guyana are all known to produce either plantation whites or 
very similar sugars. 


To the extent that the Canadian food regulations and Customs 
Tariff discourage the entry of higher quality sugars from these 
countries, they deprive developing countries of a market for more 
highly processed goods. In the case of sugars such as plantation 
whites, these provisions may hamper the industrialization of some of 
these countries with respect to products where they have natural 
advantages and, therefore, are most likely to achieve some permanent 
benefits. Dr. Barbara Ward writes in "World Poverty - Can it be 
solved", 
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",... the tariff structures of the developed world are 

designed to prevent local processing and local manufac- 

turing in the developing world. In every case, the , 
lowest tariffs or zero tariffs, are imposed on raw 

materials. As soon as those raw materials are worked 

up 2 little focally up go the tariffs. And if -by 

chance local industry develops so far that it can 

produce manufactures, then the tariffs rise further 

still and if tariff barriers are still insufficient, 

on go the quotas. 


"Thus, by a series of steps, which begin with the 
depressed condition of the many primary prices and go 
on through discriminatory structures up to the quota 
system, international trade is, as it were, always 
biased towards the interest of those who are already 
rich, and biased against the interests of those who are 
really poor." (page 31) 


In general, the Canadian refiners considered that the 
preferential margin of the Canadian rates under item 13500-1 provided 
for some element of foreign aid; the developing countries, on the 
other hand, tended to view the margin as being part of reciprocal 
trade arrangements for which concessions had been made to Canada in 
the course of trade negotiations. The refiners claimed that it was 
anomalous that arrangements which were designed to aid developing 
countries should also be extended to countries like Australia and the 
Republic of South Africa; Australia and South Africa opposed such a 
view on the same grounds, that is, that the British preferential 
margin had been extended to them on a quid pro quo basis. 


It was agreed that the preferential margin results in higher 
returns to B.P. suppliers, though the various parties disagreed as to 
whether the margin was larger than was necessary to attract regular 
supplies of B.P. sugar in the course of usual commercial transactions. 
There was also no disagreement regarding the need of aid by the 
developing countries; the refiners’ objections to aid being given by 
way of enhanced prices of sugar (in their view) was that it was paid 
by only one group of Canadians, the consumers of sugar, and not by the 
public at large. 


The submissions of the Commonwealth developing countries 
and of Cuba, the only M.F.N. developing country represented, clearly 
indicated their generally very great dependence on earnings from sales 
of sugar both in relation to total exports and as a proportion of gross 
national product. Except that Cuba urged that it be permitted easier 
access to the Canadian market, no proposals were placed before the 
Board with respect to preferential rates for sugar originating in 
developing countries. 
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MOLASSES 


The term molasses is used to describe two groups of products 
which differ in their composition, the way they are produced, their 
value and use. Edible molasses, which includes principally products 
known as fancy molasses and Barbados molasses is derived from sugar 
cane juice from which sugar has not been extracted. After minor 
processing operations which may include filtering and blending, it 
is used for direct human consumption and also in the manufacture of 
products such as bakery goods and confectionery. Under the regula- 
tions pursuant to the Food and Drugs Act "fancy molasses" is defined 
as follows; it 


"(a) shall be the syrupy food obtained by the evaporation 
and partial inversion of the clarified or unclarified 
sugar cane juice from which sugar has not been previ- 
ously extracted; 
may contain sulphurous acid or its salts; 
shall not contain more than 

(i) 25 per cent moisture, and 
(ii) 3 per cent sulphated ash" 


et 


It is noteworthy that the maximum sulphated ash content, in the regu- 
lations, of three per cent, is much less than the maximum specified 

in item 13700-1, of nine per cent. [Edible molasses is often priced 

at one dollar or more per gallon compared with 15 to 20 cents a gallon 
Per inedivle molasses, [.o0,b. Country of origin. 


Blackstrap molasses is generally considered to be inedible; 
it is’ a by-product of the production of raw cane sugar but the term 
may also refer to final or refiners! molasses, a by-product of the 
reining of cane sugar; both products are used for the same purposes. 
Blackstrap molasses is produced from the residual sugar cane juice 
from which most of the sugar has been extracted. The efficiency of 
the extraction processes of sugar mills in Australia, South Africa and 
other countries results in a molasses which has a relatively low 
percentage of contained sugars; the relative inefficiency of the 
extraction process, in Jamaica, results in a molasses whose contained 
sugars may be sufficiently high to prevent its classification under 
item 13600-1. 


Although almost all of the blackstrap and refiners' molasses 
is for non-human consumption, some insignificant amounts are used by 
food faddists and others. If intended for human consumption, the 
product would have to be prepared under hygienic conditions which were 
accepted by the Department of Health and Welfare as being appropriate 
for this purpose and the Department would have to be satisfied that 
the product presented no hazard to health. 


Beet molasses corresponds to the final molasses of a cane 
sugar refinery. In Western Canada, considerable quantities of beet 
molasses are mixed with beet pulp to produce dried molasses beet pulp, 
an animal feed which contains about 25 to 30 per cent, by weight, of 
molasses. 
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The principal uses of inedible molasses (cane and beet) 
are in animal feeds and the production of alcohol and yeast. Cane 
molasses is preferred to beet molasses in animal feeds, because of 
the latter's unpleasant flavour; beet molasses is preferred for the 
manufacture of yeast because it produces a whiter product. In central 
Canada, at any rate, beet molasses is usually priced higher than cane 
blackstrap because of the demand for it for use in the production of 
yeast. 


Refiners' molasses and beet molasses are produced in Canada; 
other blackstrap molasses and edible molasses are not. Molasses for 
use in animal feeds may be dried and made into a powder for mixing 
with other ingredients but no dried molasses powder is produced in 
Canada. 


Inedible cane molasses, in which the total of reducing 
sugars after inversion is less than 71 per cent of total solids, is 
imported under tariff item 13600-1; when total reducing sugars are 71 
per cent or more of total solids, both beet and cane molasses would 
be entered under item 13505-1, if imported in bulk, as they ordinarily 
would be. Beet molasses containing the lesser percentage of reducing 
sugars is entered under tariff item 13650-1, most edible molasses 
under item 13700-1 and molasses powder under item 13'705-1. Item 
14000-1, the residual item, includes, inter alia, inedible cane and 
beet syrups where the reducing sugars after inversion exceed the 
criteria of items 13600-1 and 13650-1 and which are imported in 
receptacles whose gross weight, inclusive of contents, does not exceed 
60 pounds. 


The relevant tariff items are reproduced below. 


Tarifir Item Det M.F.N., General 


13505-1 Invert sugar, and syrups the 
product of the sugar cane 
or beet, and all imitations 
thereof or substitutes there- 
for, in which the percentage 
Gf tne total of reducing 
sugars after inversion is 
seventy-—one per cent or 
greater of the total solids 
by weight, not including 
syrups in receptacles of such 
size that the gross weight of 
the receptacle and contents 
does not exceed 60 pounds: 


When the total of reducing 
sugars after inversion is 
equivalent to not more than 
sixty-five per cent by weight 
of the total syrup 
per one hundred pounds 68 cts. $1.23 $1.23 


ek 


Tariff Item Fag M.F.N. General 


When the total of reducing 
sugars after inversion is 
equivalent to more than sixty- 
five per cent, but not more 
than seventy per cent by weight 
of the total syrup 
per one hundred pounds 74 cts. $1.33 eS’ 


When the total of reducing 
sugars after inversion is 
equivalent to more than seventy 
per cent by weight of the total 
syrup 
per one hundred pounds 83 cts. $1.50 $1.50 


13600-1 Syrups, the product of the sugar 
cane, in which the percentage 
of the total of reducing sugars 
after inversion is less than 
seventy-one per cent of the 
total solids by weight 
per gallon Free ilipreeasie 14 cts. 


GATT 
ix. Molasses of cane, testing by 
polariscope under thirty-five 
degrees but not less than 
twenty degrees per gallon A ge a 


13650-1 Syrups, the product of the sugar 
beet, in which the percentage 
of the total of reducing sugars 
after inversion is less than 
seventy—-one per cent of the 
total solids by weight 


June 4, 1969 peregallon i -ct. ecu VT CUs 
Jan. 1, 1969 per gallon 3 cts. 34 cts. 7 cts. 
Jan. 1, 1968 ver vallony cts. 6 5acos a icts., 


From April 6, 1955 to January 1, 1968, these syrups were 
dutiable under tariff item 14000-1 at the following rates: 


per gallon 5 cts. 64 cts. 7 cts. 


13700-1 Molasses, produced by the evap- 
oration and partial inversion 
of the juice of the sugar cane, 
in which the percentage of 
sulphated ash is not more than 
nine per cent by weight, for 
human consumption only 
per gallon Free i ci 14 cts. 


13705-1 Molasses powder, without admixture 
or with added colouring or anti- 
caking agent 
per one hundred pounds 35 cts. 45 cts. 50 cts. 


14000-1 Syrups, the product of the sugar 
cane or beet, and all imita- 
tions thereof or substitutes 
therefor, n.o.p. per gallon 5 cts. 6% cts. 7 cts. 
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Tariff items 13505-l, 13600=1 and 13650-1 refer to “tthe 
total of reducing sugars after inversion", The sugar originally 
contained in sugar cane and sugar beets is sucrose but molasses and 
other cane and beet syrups contain varying amounts of invert, a 
reducing sugar, which has been converted from sucrose during the 
production processes or in storage. Because a polarimeter cannot 
determine the percentage of contained sugars in a product which 
contains a mixture of sucrose and invert sugar, the usual method! of 
determining the percentage of contained sugars is to convert all of 
the contained sucrose in a sample of the syrup to invert and to then 
determine "the total of reducing sugars after inversion", the wording 
used in tariff items "13505-1, 13600-1L and 13650-)., The results of 
this determination can be applied to the total syrup or to the total 
solids contained in the syrup. 


The following tabulation shows the relationship of the 
various tariff items which apply to syrups of cane or beet, in summary 
form; although non-human consumption is not specified in items 13600-1 
or 13650-1 imports under these items for human consumption are either 


non-existent or insignificant. 


Total per cent of contained 
reducing sugars, after 


inversion: Cane Beet BP. M.F.N. 
relevant item cents per gallon 
Less than 71% of total solids 13600-1 Free ict, 
13650-1 Toe, ies 


71% or more of total solide 
gross wt. up to 60 lbs, i. (a) 4000-1 1000-1 DICES (>) 62 cts (pb) 
gross wh. more than 60 lbs. .°13505-L..13505_) Ss6lects. Lee ctas 


per 100 lbs. 


Molasses powder I3705—1 13'/05—2 35ers 15 cts. 


For Human Consumption Only 
cents per gallon 
No specification for contained 


sugars -— sulphated ash not more 
than 9% 13700-1 - Free ier. 


(a) See relevant tariff items for full description 
(b) Approximate minimum rate, assuming 14 pounds per gallon; rate 
shown is for imports under the West Indies Trade Agreement 


As would be expected, item 13600-1 relates to most, or all, 
of the inedible cane molasses imported into Canada, item 13650-1 to 
the beet molasses and item 1300-1 to the edible molasses. 


The following table shows the relative importance of the 
various tariff items for the years 1967, 1968 and 1969. 
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Table 57 : Imports of Syrups and Molasses, Within the Terms 
of Reference 146, by Tariff Item 1967-69 
13505-1  13600-1 13650-1 13700-1 13705-1 1,000-1 ‘#) 


- thousand dollars - 


1967 

| ote (i eh a - 849 - 76 
M.F.N, al 1,813 = 752 23 32 
Total 8 5,540 = 1/601 23 108 
1968 

insiyegee 10 2,584 ~ LOS - 61 
M.F.N. _ Pe2ee 3 686 L6 62 
Total 10 3, 846 - 1736 16 123 
1969 

EGP: 10 2; 300 = 597 = hy 
M.F.N. me 877 2h 155 40 a 
Total ve 3,243 2h, 1,052 LO Sui 


Note: Imports under item 13600-1 are mostly of cane blackstrap, under 
item 13650-1 of inedible beet molasses, under item 13700-1 of 
edible cane molasses, and under item 13705-1 of molasses 
powder 


(a) In 1967 and 1968 includes beet molasses 
source: DBS 


In recent years, two-thirds or more of the inedible cane 
molasses has been imported under the B.P. Tariff; all of the relatively 
small imports of beet molasses and dried molasses powder have been 
under the M.F.N. Tariff, from the U.S.A. All Canadian supplies of 
edible molasses are imported, mostly from Barbados which supplies 50 
to 75 per cent of the total; the Dominican Republic supplies most of 
the remainder. 


Data relating to molasses are published in gallons, pounds 
and tons. Jn commerce, the accepted conversions are 14 pounds per 
imperial gallon and 142.86 imperial gallons per short ton; these are 
the conversions used in this report. 


Inedible Molasses 


All or almost all the blackstrap cane molasses which is 
imported into Canada is the by-product of sugar mills. It is imported 
in bulk in tankers and is stored in large tanks. The product is 
ordinarily sold without further processing and contains around 50 to 
55 per cent of reducing sugars after inversion and 20 to 25 per cent 
of water. For use by distillers in the production of alcohol a minimum 
Gl adbous5- per cenb of contained sugars is required; for. use in the 
manufacture of animal feeds the contained sugars must be at least 48 
per cent in order to meet the requirements of the regulations under the 
Feeding Stuffs Act. Imported blackstrap molasses contains a slightly 
higher percentage of sugars than the refiners’ or final molasses which 
is the by-product of Canadian cane sugar refineries. Assuming a water 
content of 23 per cent and a total solids content of 77 per cent, the 
maximum percentage of contained sugars, in molasses qualifying for 
entry under tariff item 13600-1, would be 54.6 per cent. 
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A "high-test" molasses is sometimes used by distillers and 
pharmaceutical manufacturers. Jf imported into Canada, in bulk, it 
would be entered under item 13505-1 at a minimum of about 8.61 cents 
per gallon, BiPsvandsi7,22ye) ca llonael, FN see toassOleveryeminor 
or negligible, commercial importance in Canada, possibly because of 
the high rate of duty relative to imports under item 13600-1. This 
product is, apparently, made from cane juice from which sugar has not 
been extracted and would be classified under item 13700-1 if imported 
for human consumption. 


Canadian Consumption 


Canadian use of inedible molasses increased from about 25 
million gallons in 1960 to 31 million gallons in 1965. In the latest 
three years for which data are available, 1966 to 1968, consumption 
has averaged about 35.4 million gallons per year with an estimated 
value of $6.3 million. About 10 million gallons per year, 28 per cent 
of the total, 18 Canadian refiners' and beet molasses. 


Table 58: Supply and Use of Inedible Molasses, 1964-68 
1966 1967 1968 
Laue 
PES 


: 


million gallons 
Cdn. shipments 


beet 8.3 ais 7.5 6.468) 

cane ein P| 2.9 } 3, 0(4) 

total LOSE pS pat LOse TOS 9.4 
Imports Pa al 22.5 Boro\b) 4 @2é08(0) = “eeceG 

Total supply bo lee 32.8 B6.5 ek Eck 

Exports bey ere day | aU OE 
Dom. consumption OCre palegst 35.4 Sisal Beso 
Estimated Use 
Animal feed(c) mOn'Z il 15.2 15.6 15.8 
Alcohol Oo 6.8 5.9 8.0 8.2 
Mir. of yeast (d) 3.9 bite ery 4.0 Ned 
Unaccounted LOO 8.4 10.5 8.6 6.9 


(a) Cane molasses estimated on basis of 1 gallon per 630 pounds of 
cane sugar shipped; beet molasses estimated by subtraction 

(b) 5.1 million gallons entered in January 1967 were deducted from the 
1967 reported figure and were included in 1966 imports 

(c) Includes purchases by beet sugar refineries 

(d) Includes purchases by Flour Mills and Miscellaneous Food Industries 


Source: DBS, various publications and U.S. trade statistics 


In Canada, the principal use of molasses is for the manufac- 
ture of prepared animal feed; in 1968, this use accounted for 45 per 
cent of the total. It should be noted that the quantities of molasses 
shown in the table, for use in animal feed, exclude beet molasses 
which was added to beet pulp, to make dried molasses beet pulp, often 
called DMBP. 
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The second most important use of molasses is by distillers 
for the manufacture of alcohol; the only other major use is for the 
production of yeast. 

As the table indicates, a relatively large part of the total 
use is unaccounted for in the published statistics. The Board was 
informed that the three major uses shown in the table would account 
for most of the molasses used in Canada; apart from these,no other 
significant use is known to the major distributors. It was suggested 
that most of the residual shown as "Unaccounted" may have been used 
in animal feeds but was not reported to the DBS. If this explanation 
is accepted, animal feeds would have accounted for 65 per cent of the 
total use of inedible molasses in Canada, in 1968. 


The supply of domestically produced refiners' cane molasses 
is relatively stable and reflects the production of refined cane 
sugar in Canada. Supplies of beet molasses also do not vary greatly. 
However, imports have varied considerably during certain periods 
because world supplies and prices show considerable variation. In 
years of poor crops of sugar cane, supplies of blackstrap molasses 
are small and prices are generally high, resulting in the substitution 
of other materials for molasses in many uses. 


Canadian Distributors 


Beet molasses is sold in the Canadian market by the beet 
sugar factories either as beet molasses or as DMBP; these sales are 
made directly to the users. Five companies distribute cane molasses 
in Canada; these companies, with the locations of their storage 
facilities are listed below. 


Pacific Molasses Limitea‘@) Vancouver, B.C. 
The Canada West Indies 

Molasses Co. Ltd. (a) Montreal, Que; Toronto, Ont. 
Imperial Molasses Limited(b) Montreal, Que; Hamilton, Ont. 
Dominion Molasses Limited(b) Dartmouth, N.S. 
Crosby Molasses Co. Limited ot dohn, NB yea fax,  NVo. 


(a) Tate and Lyle subsidiary 
(b) SuCrest Corporation subsidiary 


Pacific Molasses Limited is a wholly owned subsidiary of 
the Pacific Molasses Company, a major distributor in the United States, 
which, like the Canada West Indies Molasses Company Limited, is a 
wholly owned subsidiary of United Molasses Company Limited, a British 
company wholly owned by Tate and Lyle Limited. Dominion Molasses 
Limited and Imperial Molasses Limited are wholly owned by, and 
operated as, divisions of Grandma Molasses Ltd., a wholly owned 
subsidiary of the SuCrest Corporation, a U.S. company. Taking these 
corporate relationships into account, there are two major companies 
and one minor unrelated company which distribute cane molasses in 
Canada. The reference in the brief of Imperial Molasses to "the two 
molasses distributing companies who currently handle virtually all 
this commodity" (Vol. 10, p. 1684), suggests that Crosby Molasses is a 
minor distributor of blackstrap. Both Dominion and Crosby import and 
distribute edible molasses whereas the others deal in inedible molasses. 
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There is little regional competition between the cane and 


beet molasses produced in Canada. Virtually all of the refiners! 
molasses is sold on behalf of the sugar refiners by the same companies 
as import blackstrap cane molasses. Freight rates on this low-value 
product prevent inedible cane molasses from penetrating into the 
Prairie markets and competing with the beet molasses produced by the 
beet sugar factories in Manitoba and Alberta, and prevent Prairie beet 
molasses from entering eastern markets. The beet sugar factory in 
Quebec sells 90 to 95 per cent of its molasses for use in the manufac-— 
ture of yeast. (Vol. 5, p. 755) Because beet molasses commands a 
premium price relative to cane blackstrap for this use, it pays this 
factory to sell its beet molasses and to purchase cane molasses for 
mixing with beet pulp to produce dried molasses beet pulp. 


Thus, for all practical purposes, Pacific is the only distrib- 
utor of cane molasses west of Ontario and subsidiaries of B.C. Sugar 
Refining are the only distributors of beet molasses in this region. 
East of Manitoba, companies associated with Tate and Lyle and SuCrest 
are virtually the only suppliers, according to the brief of Imperial 
Molasses. In the Atlantic Provinces, Crosby Molasses constitutes a 
third supplier. 


Imports 


In the six years, 1964-69, imports of inedible molasses have 
varied between 21 and 27 million gallons, valued between $2.2 million 
and $5.0 million, annually. Except in unusual years, the Commonwealth 
Caribbean area supplies about one-half the total and all B.P. sources, 
together, about two-thirds of the total. Guyana, and Trinidad and 
Tobago, are the principal suppliers and, in most recent years, have 
accounted for almost all of the inedible molasses originating in the 
Commonwealth Caribbean area. Mexico, Puerto Rico and the U.S.A. are 
the principal M.F.N. suppliers of the Canadian market. 


Molasses is imported into British Columbia only from the 
U.S.A. and was said to be cane blackstrap from Hawaii. (Vol. dG 2s 
p. 1754) Imports directly into the Prairie Provinces are small and 
are thought to be of beet molasses from adjacent U.S. states. Almost 
all imports from the U.S.A. are to the four western provinces. Imports 
into Ontario, Quebec and the Atlantic Provinces originate in all of the 
countries mentioned in the following table. 


No Jamaican blackstrap molasses has been imported into 
Canada since 1957. This is attributed to the difficulty of ensuring 
that the contained sugars do not exceed the criterion for entry under 
tariff item 13600-1. If the contained sugars exceeded this limit the 
molasses would be classified under item 13505-1. The lowest rate 
applicable to Jamaican molasses, under the West Indies Trade Agreement, 
is 61.5 cents per 100 pounds or about 8.61 cents per gallon; under 
item 13600-1, the rate is Free. In 1969, the 8.61 cents per gallon 
was equivalent to an ad valorem rate of about 55 p.c., calculated on 
the unit value of total imports of inedible molasses in that year. 


Table 59: 


abe ei 


Imports(#) of Inedible Molasses by Principal 


Country of Origin, 1964-69 
1964 1965 1966 1967 1968 


Guyana 


Trinidad & Tobago 
Barbados 
Lee. & Windward 
sub—tota 
Other BP. 
beak Biers 


Mexico 


Puerto Rico 


Ugo2As 


Other M.F.N, (©) 
Tetal MsF ON. 
All Countries 


Commonwealth Caribbean 
fovea leis. Piz 


Total M.F.N. 
Total Imports 


(a) Partly estimated 


2,515 
by aoe 


E 
ea 
On 
oO 


CICS, 


(b) Mauritius, South Africa, Pakistan 
(c) Dominican Republic, Guatemala 


thousand gallons 


6,922 6,104 i yogk 
aot Sloe. SiG 
~ ~ 278 

280 609 = 
Nes Cleves 16-152 
- 1, 603 eral 
LS 137 ML O35 ALG 1759 
L309 2 75O OL She 
ee DeG 4, 87h 2,036 
Pye05 2, O81 2,679 
igen vo = 
7, 603 9, 800 9,261 
26,040° 26,836 26,020 

thousand dollars ~ 
2,386 rae Aas Poe) 
2,386: 3,229. 258), 
ado, 1,783 1,467 
OW at ee O51: 


Source: DBS, Cat. No. 65-007 and special tabulations 


The Market for Inedible Molasses 


and distribution of molasses. 
refineries, Canada and Dominion, St. Lawrence and Cartier, and it is 


the port of entry for about 60 per cent of all inedible molasses 


imported into Canada and for nearly two-thirds of the molasses 
imported into Eastern Canada. 
26 to 28 per cent of total molasses imports and is the site of only 
one refinery, that of Canada and Dominion, at Toronto. 


premium price. 
from the 
relative 
molasses 
Canadian 
molasses 


Montreal is the principal centre for the storage, blending 
It is the location of three sugar 


The Toronto-—Hamilton area accounts for 


Beet molasses is sold directly by the beet sugar factories 
and, in Quebec, enters into special uses in which it commands a 
As noted, Alberta and Manitoba molasses are insulated 
competition of cane molasses by the high cost of freight 
to the value of the product. 
is not directly competitive with the cane molasses sold by 
Most cane sugar refineries use part of their own 
in the manufacture of various yellow and brown ‘soft! sugars; 


Therefore, to a degree, beet 


their contribution to the Canadian market supply of inedible molasses 
is about 2.6 to 3.0 million gallons annually. 
molasses, imports account for more than 90 per cent of the inedible 
molasses which enters market channels. 


Thus, excluding beet 
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Quebec and Ontario, the major market area in Canada, are 
supplied mainly by two importing companies, both of which have 
terminals in the Montreal and Toronto-Hamilton areas. Canada West 
Indies Molasses Company has terminals at Montreal and Toronto and 
Imperial Molasses, at Montreal and Hamilton. Canada West Indies has 
much the larger storage facilities and is acknowledged to be the major 
supplier of this market area. List prices, f.o.b. Ontario terminals; 
are two cents a gallon higher than f.o.b. Montreal. (Vol. 10, p. 1724) 
As noted earlier, Pacific Molasses, at Vancouver, is the supplier of 
imported blackstrap to users in British Columbia and possibly, also 
to some in the Prairie Provinces. Information given to the Board sug- 
gests that Crosby Molasses operates mainly in the Atlantic Provinces, 
so far as inedible molasses is concerned. Canada West Indies appears 
to be the dominant distributor of blackstrap molasses in the Eastern 
Canadian market, apart from the Atlantic Provinces, and Pacific 
molasses the only distributor west of Ontario -- both are members of 
the Tate and Lyle group of companies. 


The nature and extent of the competition in sales of molas- 
ses in the Quebec-—Ontario market was the subject of an inquiry 
reported in the "Report of the Director for Investigation and Research, 
Combines Investigation Act, for the Year Ended March 31, 1958" which 
notes that: 


"The evidence disclosed that the parent company of the 
company complained about exercised a virtual monopoly over 
the purchase of blackstrap in the British West Indies, by 
reason of ownership or other control over the dockside 
storage facilities and the transportation facilities to the 
docks, of the major producing islands. The parent company 
‘shipped blackstrap to Canada where it was distributed by 
the Canadian subsidiary which for many years had exercised 
a virtual monopoly of the trade in Eastern Canada. Between 
1950 and 1953, small quantities of blackstrap in drums were 
imported into Canada from some of the smaller islands in the 
British West Indies by a man who later became an officer of 
the complaining company. He also, during this period, tried 
to obtain bulk supplies from all the major producing islands 
in the British West Indies but was informed by the producers 
that their supplies were committed to the company complained 
about. In 1953, however, he was able to obtain some bulk 
supplies in the Barbados. He then incorporated the complain- 
ing company and leased storage tanks in the vicinity of 
Montreal into which such supplies were received... 


The evidence also disclosed various steps taken by the 
company complained about to embarrass the complaining company, 
such as attempts to prevent it from obtaining shipping and 
storage facilities." 


As the Report of the Director indicates, the ownership of 
dockside storage facilities and ships suitable for the transportation 
of molasses are important elements in the trade in molasses. The 
discussion at the public hearing suggested that some of these factors, 
which have led to sales of molasses to only a few buyers, may be 
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essentially unchanged at the present time. (Vol. 6, p. 975, 976; 
Vol. 10, p. 1714) If this is so, then Imperial Molasses would have 
as little access to Commonwealth Caribbean molasses now, as it did 
in the period 1953-58. 


Apart from Barbados, the trade in blackstrap molasses in 
the B.P. countries of the Caribbean appears to be largely under the 
control of the United Molasses Company. Recent reports on the sugar 
industries in Jamaica and Guyana both refer to the United Molasses 
Company as the purchaser of exported molasses and statements made at 
the hearing support this view. For example, a spokesman for the West 
Indies Sugar Association said, "we have an arrangement by which the 
United Molasses Company ... puts up a proposal to us each year, and 
we accept that proposal or negotiate on it as we consider fit ..." 
(Vol. 6, p. 976) The United Molasses Company also owns tankers and 
operates subsidiaries in Guyana, Trinidad, Jamaica, Mauritius, South 
Africa and India; through Pacific Molasses, a U.S. subsidiary, it 
also has large operations in the U.S.A. 


Barbados blackstrap molasses is sold by tender with the 
résult that the entire crop is usually sold to a large corporation, 
with appropriate shipping facilities. Apparently neither Imperial 
Molasses nor Canada West Indies has the local transportation and 
storage facilities in the West Indies or ready access to ocean tankers 
to bid for this crop. Canada West Indies is supplied by United 
Molasses with blackstrap originating mainly in countries entitled to 
Bey reves: au vie puvlae™ hearing, Imperial Molasses claimed that iv 
was unable to obtain molasses from B.P. sources, except occasionally 
from Barbados. United Molasses allocates supplies to Canada West 
Indies from whichever preferential source has molasses available, 
when required. In recent years Imperial Molasses has bought from 
National Molasses, a U.S. company. Thus, Canada West Indies has 
access to B.P. molasses through United, an affiliated company, while 
Imperial is supplied mainly with M.F.N. molasses. 


U.S. law prevents U.S. companies from purchasing Cuban 
molasses and a major purchaser of this molasses is United Molasses 
which ships a large part to Britain where the Customs Tariff does not 
provide for a Commonwealth Preference on molasses. The loss of Cuban 
supplies to the U.S. market has resulted in the U.S.as becoming the 
principal destination of molasses exported by the Commonwealth 
Caribbean countries. 


Prices of Blackstrap Molasses 


At the public hearing, Mr. Austin, the original head of 
Imperial Molasses, contended that prices of blackstrap at Montreal and 
at Albany, New York, should ordinarily be about the same. On the 
other hand, a spokesman for the Canada West Indies Molasses Company 
said there was additional freight cost involved in bringing molasses 
to Montreal and an added cost of storage during the period when the 
St. Lawrence was closed to navigation, which would make Montreal 
prices about 1.5 cents per imperial gallon higher than those at Albany. 
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Canadian list prices of blackstrap cane molasses have 
changed only eight times between January 1965 and May 1970, a period 
of 65 months; during the same period, prices at Albany changed at 
least 44 times. The U.S.D.A. Molasses Market News, from which Albany 
prices were abstracted, notes that “Prices represent sales f.o.b. 
terminal to the general feed trade and do not include sales made 
under various pricing arrangements above or below prices generally 
available to the ultimate user", Thus, the published Albany prices 
are roughly the equivalents of the list prices issued by the 
Montreal distributors. 


A comparison of Montreal and Albany monthly average prices 
for cane molasses (list and published, respectively), in the 65 months 
noted above, indicates that Montreal prices were lower than those in 
Albany in 10 months and were less than two cents a gallon higher in 
15 months. In the remaining 40 months Montreal prices were more than 
two cents a gallon higher than Albany prices and in 15 of these months 
were more than four cents per gallon higher. To the extent that these 
prices reflect the actual prices paid by users, prices at Montreal 
exceeded those at Albany by more than 1.5 cents per gallon in at least 
45 of the 65 months, sometimes by substantially more; a 1.5 cent margin 
over Albany was said to represent additional costs of transportation 
and storage to Montreal distributors. 


Comparable public prices of Canadian beet molasses are not 
available. However, prices in the U.S.A. suggest the magnitude of the 
premium paid for beet relative to inedible cane molasses. From the 
beginning of May to mid-September, 1970, the price of beet molasses, 
in Oregon, was unchanged at $U.S.37.00 a ton or 26.7 Canadian cents 
per imperial gallon, compared with blackstrap cane molasses, f.o.b. 
U.S. Pacific Northwest Ports at about 21 Canadian cents per imperial 
gallon, converted at $1.03 Canadian per U.S. dollar. 


Representations 


The tariff items which relate to inedible molasses are shown 
below in abbreviated form together with the existing rates; the items 
are given in full at the beginning of this section. Item 13505-1, as 
it relates to molasses, is also shown in abbreviated form; both beet 
and cane molasses, in which the total of reducing sugars, after inver- 
sion, 18./1 per cent of more of total solids, would. besctasgiiied under 
Lhis ten, i impor ced, ainsi, 


Ttem Baia MOEN; 


13505-1 beet or cane molasses, contained sugars 
71% or more of total solids; reducing 
sugars after inversion as a per cent 
of weight of syrup: 


b 
65 per cent or less per gallon 8.61 )3 17.288) 
over 65% up to 70 per cent per gallon 9.31/b) 18.6235 
over 70% per gallon 10.50‘ eh.Oce 


13600-1 cane molasses, reducing sugars after 
inversion less than 71% of total 
solids per gallon Free ut 
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13650-1 beet molasses, reducing sugars after 
inversion less than 71% of total 
solids per gallon i: i 


13705-1 molasses powder per 100 tLbs. 25 5 


(a) Assumes 14 pounds per gallon for rough calculation 
(b) For imports under the West Indies Trade Agreement 


Most imports are under item 13600-1 and this was the only 
item concerning which detailed proposals and representations were 
made. 


Three importers and distributors of cane blackstrap proposed 
changes in tariff item 13600-1. Two of these companies, Canada West 
Indies Molasses Co. Limited and Pacific Molasses Company Ltd., pro- 
posed a change in the wording of the item but no change in the rates; 
both are members of the Tate and Lyle group of companies. Their pro- 
posals, which were identical, urged the changes in the existing word- 
ing, underlined in the following: 


"Syrups, the product of the sugar cane, for industrial 
purposes only and not for human consumption, in which the 
percentage of the total of reducing sugars after inversion 
is less than seventy-five per cent of the total solids by 
weight". (Volks. 1Ogaps 1739" 752=h) 


The change from the existing maximum provision of under 71 
per cent to under 75 per cent was said to be designed to make possible 
the importation of Jamaican blackstrap molasses under the item, with- 
out exceeding the limit specified. The other underlined words were 
added to prevent conflict with the existing provisions of tariff item 
13505-1. The change would permit entry for industrial use, of Jamaican 
and other molasses of a somewhat higher percentage of contained sugars. 
The spokesman for Canada West Indies said that his company had retained 
the word "syrup" because of its use in the existing item but would not 
object to its replacement by "molasses" or "blackstrap molasses"; no 
other product is now known to be imported under the item. 


The spokesman for Imperial Molasses did not oppose the 
proposed change in wording. 


Imperial Molasses, which is largely dependent on M.F.N. 
sources of supply, proposed free entry under the M.F.N. Tariff in 
order to improve its competitive position in the Canadian market 
vis a vis Canada West Indies, which imports most of its molasses free 
of duty from B.P. sources. Imperial Molasses urged the replacement 
of the existing item and rates by the following: 


"Molasses of cane known as blackstrap molasses when 
imported for use only in the manufacture of feeds for live- 
stock, poultry and other animals and for other industrial 
Uses. bee eyed reeset FN.44Frees General, 14 cents per 
gallon! «= (Volsn10pepi679) 
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The proposed item specified no limitation based on sugar 
content. At the public hearing, it was drawn to the Board's attention 
that there is a "molasses" with a high percentage of contained sugars, 
specially made for use by distillers and by pharmaceutical manufactur- 
ers. This product is not now admissible under item 13600-1 and was 
not, apparently, intended to be encompassed by the proposal (Vol. 10, 
p. 1737)3;it would be entered under item 13505-1, if imported in bulk. 


As noted earlier, this "high-test" molasses is made from 
cane juice which has not been centrifuged and, though not used for 
human consumption, is similar to edible molasses in this respect. 
Because of its high percentage of contained sugars, compared with 
blackstrap, it is higher-priced than blackstrap molasses. 


ot. Lawrence Sugar Limited, which had filed no proposals for 
molasses, felt that unrestricted entry with respect to sugar content, 
under the blackstrap item, might have an adverse effect on the Cana- 
dian sugar refinerst market for their final molasses, the percentage 
of contained sugars in which is slightly below the maximum now allowed 
under tariff item 13600-1. The spokesman for Imperial Molasses indi- 
cated that his company would have no objection to the retention of a 
specification of a maximum for contained sugars. (Vol. 10, p. 1697) 


Although St. Lawrence objected to the absence of a limit on 
contained sugars in the proposed item, the company spokesman did not 
indicate why inedible syrups with a greater percentage of contained 
sugars than 75 per cent of total solids should be dutiable at the very 
much higher rates of items 13505-1 or 14000-1. The discussion indi- 
cated that some distillers now purchase inedible molasses on the basis 
of the percentage of contained sugars. It is unlikely that anyone 
selling specially prepared molasses or syrups, the percentage of 
contained sugars in which exceeds the limits proposed for item 13600-1, 
would sell them without taking this into account. 


As the above indicates, the proposals of the Canadian impor- 
ters were not “i conflict, ‘excepO in respect of “rates; 


The spokesman for the Canada West Indies Molasses Company, 
a subsidiary of United Molasses, argued that the parent company of 
Imperial, SuCrest, could purchase B.P. molasses in the Caribbean area 
as readily as could its own parent. He said these supplies were sold 
by tender and, therefore, were available to anyone who was prepared to 
make appropriate bids. In effect, he appeared to be opposing free 
entry under the M.F.N. Tariff. 


The "Report of the Director for Investigation and Research, 
Combines Investigation Act", quoted earlier, stated that the parent 
company of Canada West Indies "exercised a virtual monopoly over the 
purchase of blackstrap in the British West Indies, by reason of owner- 
ship or other control over the dockside’ storage facilities: and the 
transportation facilities to the docks, of the major producing islands". 
Statements made at the public hearing suggested that this situation had 
changed very little in the intervening years. (Vol. 6, p. 976; Vol. 10, 
p. 1714) Thus, the implication that only a failure to bid sufficiently 
high prevented SuCrest from obtaining molasses in the Commonwealth 
Caribbean area would appear to be an oversimplification of a complex 
marketing situation. 
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The spokesman for the West Indies Sugar Association also 
opposed the elimination of the preferential margin, saying: 


",.. our written submission did not refer to blackstrap 
molasses. This was an unfortunate omission, since we 
appreciate that not only is the commodity being reviewed 

by the Tariff Board, but we appreciate also that proposals 
have been put forward to the Board for the elimination of 
the preference on molasses which, if adopted, would be harm- 
ful to the West Indian sugar industries. The preference on 
molasses is one cent) per gallon ss. Some 15 million galions 
of West Indies molasses are exported to Canada in a normal 
year. On 15 million gallons a preference of one cent 
amounts to 150,000 Canadian dollars. It can therefore be 
seen that the molasses preference is not nearly as signifi- 
cant financially as that on sugar. Nevertheless the same 
point of principle applies and the West Indies sugar industry’ 
would suffer by a reduction in the molasses preference too", 
(Vol. 6, p. 898, 899) 


Although the statement implies that the preferential margin 
of one cent a gallon accrues to West Indies producers and, therefore, 
has a value of about $150,000 annually to them, this is clearly not 
the case. United Molasses ships the product mainly to the U.S.A. and 
Britain, the customs tariffs of neither of which differentiate between 
Commonwealth and M.F.N. molasses; only about 30 per cent, or less, of 
the total is shipped to Canada. At the time the company bids for the 
molasses crop of a particular island, the vendor can have no knowledge 
of the final destination of the molasses and, therefore, is not in a 
position to bargain for any part of the Canadian preference. In 
answer to direct questions on this subject the spokesmen of both 
Imperial and Canada West Indies denied that molasses originating in 
the Commonwealth Caribbean was priced differently from M.F.N. molasses. 
(Volt One poe L729;, 2730) 


The West Indies, including Guyana, export about 50 million 
gallons of blackstrap molasses annually. About one-third of this 
amount, about 17 million gallons, is Jamaican and is exported almost 
entirely to the U.S.A.3 it is not exported to Canada because the 
percentage of contained sugars is, at times, too high to qualify for 
entry under item 13600-1. (Vol. 10, p. 1752) About 40 per cent of 
the balance, approximately 15 million gallons annually, is shipped to 
Canada and about 20 million gallons,mainly to the U.S.A. and the U.K.; 
the U.S.A. has been a major purchaser of Commonwealth Caribbean 
molasses since.1962 when the U.S. banned imports from Cuba. 


In recent years molasses originating in M.F.N. countries has 
constituted from 30 to more than 35 per cent of Canadian supplies. As 
noted, Imperial Molasses depends mainly on M.F.N. supplies. However, 
at times, the Canada West Indies Molasses Company has also imported 
non-preferential molasses because supplies of British preferential 
molasses were insufficient to supply its requirements. In fact, the 
insufficiency of existing supplies from the Commonwealth Caribbean was 
the principal reason cited by the company for proposing the change in 
the contained sugars specification of item 13600-1. Moreover, the 
company also informed the Board that the insufficiency of Commonwealth 
Caribbean supplies had forced it to import molasses from such distant 
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Commonwealth sources as South Africa, Pakistan, India and Mauritius, 
at additional cost, as well as using some M.F.N. molasses. 


Although a change in the specification relative to contained 
sugars would increase the potentially available B.P. supply because 
Jamaican molasses would qualify for entry under item 13600-1, this 
additional supply might well be available mainly, or even entirely, to 
the Canada West Indies Company, leaving the position of Imperial 
Molasses unchanged and, thus, would increase the latter's disadvantage 
in the Canadian market. Current imports of M.F.N. molasses exceed 
nine million gallons annually and about one-half the total Jamaican 
supply would be needed to displace the M.F.N. molasses currently being 
imported into Canada, if this was the purpose of the proposal. Most 
Jamaican molasses is currently exported to the U.S.A.; in 1968, the 
U.S.A. imported 22.0 million imperial gallons of Jamaican molasses, 

95 per cent of the Jamaican exports of molasses and in 1969,°19.9 


million imperial gallons 93 pics Of thet exporvs. 


The Canada and Dominion Sugar Company Limited proposed that 
the word "syrup" be changed to "molasses" in items 13600-1 and 13650-1 
and that the words "not for human consumption" be added to item 13600-1. 
(Mocs mals, Ds 39) In reference to item 13600-1, the company said that 
while it had no great interest in the matter, it felt that "molasses" 
was a better description of the product than "syrup" and that the 
additional words would clearly distinguish the goods classified by the 
item from the edible molasses provided for in item 13700-1. 


In this connection, it should be noted that the word "syrup" 
has a more general meaning than the words "molasses", "blackstrap" or 
"blackstrap molasses" which usually refer to products which are pro- 
duced.from cane juice, from which sugar has been extracted. Thus, the 
replacement of the word "syrup", as proposed by C. & D., might prevent 
the entry, under item 13600-1, of a mixture of blackstrap molasses and 
syrups made of whole cane juice, whichotherwise met the provisions of 
the item. 


C. & D. also noted that the existing preferential margins 
under item 13600-1 and the GATT extract thereunder, now the same, were 
bound under the South African Trade Agreement. Both this company and 
others drew attention to the polariscope limitation of the GATT extract. 
They said it was meaningless in relation to molasses containing invert 
sugars, and they recommended its deletion. The extract applies the 
same M.F.N. rate as is now applicable under the item itself and, they 
said, seems redundant unless the M.F.N. rate under 13600-1 were to be 
increased. However, the extract does, in fact, call attention to the 
binding of the rate. 


The other sugar refiners and the beet sugar interests did not 
propose changes in the wording or rates of duty of any of the items 
relating to inedible molasses. 


The Uganda Sugar Manufacturing Association, while making no 
specific proposal, said that it had supplies available and that "Any 
assistance rendered to enable the industry to export molasses to Canada 
would be very much appreciated". (Vol. 7, p. 1188) Representatives of 
the sugar industries of other Commonwealth countries indicated that 
their production was disposed of to the molasses companies and that they 
had no further interest in the product. 
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The Cuban representative referred to the large. supplies of 
inedible molasses available in his country and said the M.F.N. duty 
required unacceptable discounts in price in order to compete with 
molasses from B.P. sources. He said in part "we would like to call 
your attention to the fact that Canada could assure her supplies of 
Cuban products in the same proportion she would be able to grant them 
a proper access to this market." (Vol. 8, p. 1269) 


The molasses items would appear to be encompassed by the 
proposals of the Canadian Industrial Sugar Users and the Canadian 
Consumers'. Association, for the removal or reduction of all duties 
relating to the items within the terms of reference, but no arguments 
were put forward specifically relating to molasses. The general 
arguments of these associations are dealt with elsewhere in this report. 


Mr. R.W.M. Austin proposed, as part of an overall sugar 
policy for Canada, that a quota be provided for "the supply of Black- 
strap Molasses for use in animal feeds and industry". (Vol. 8, p. 1413) 
He said that the preferential margin amounted to a tariff concession 
to a single company related in turn, to a company which, in his words, 
"owns and controls virtually all the molasses storage and export 
facilities in the West Indies" (Vol. 8, p. 1436); this statement was 
not challenged at the hearing. He said that the low unit value of 
molasses limited the distance which it can be shipped economically and 
that it should, therefore, be obtained from the nearest possible sources. 


As the foregoing indicates, there was no disagreement with 
respect to the goods which should be classified in a tariff item relat- 
ing to inedible cane molasses. All of the discussion involved sugges- 
tions designed, apparently, to achieve greater precision of definition. 
The principal suggestions were that the word "molasses" be used instead 
of "syrups"; that the item should specify the maximum percentage of 
total reducing sugars after inversion relative to the total solids by 
weight; and that the words "not for human consumption" be part of the 
description. of the product. 


Neither was there substantial disagreement regarding the 
proposed increase of the permitted maximum percentage of contained 
sugars relative to total solids, from the under 71 per cent specified 
in the existing item to under 75 per cent. As noted, the principal 
effect of this change would be to permit the entry of Jamaican and 
other molasses, of a somewhat higher sugar content, under the item. 


Although several proposals appeared to oppose the change in 
rates proposed by Imperial Molasses, by which the M.F.N. rate would be 
reduced from the existing one cent per gallon to Free, only the West 
Indies Sugar Association indicated why it opposed such a change. How- 
ever, as the foregoing indicates, the claim that West Indies producers 
of blackstrap molasses benefit from the preferential margin of the 
Canadian Customs Tariff would, at the least, be difficult to support 
if the areats molasses is sold in the manner claimed, without 
contradiction. The fact that United Molasses, by far the largest 
purchaser of West Indies molasses, might charge its Canadian subsidiary 
more for preferential than for M.F.N. molasses would not directly affect 
the price received by the West Indies producer. 
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The evidence indicated that the two so-called "big boys in 
the molasses trade" (Vol. 10, p. 1732), United Molasses, a company 
controlled by Tate and Lyle, and National Molasses, a U.S. company, 
control a large part of the world's trade in the product. Whatever 
the reasons, statements by the spokesman for The West Indies Sugar 
Association made it clear that SuCrest, the parent of Imperial 
Molasses, does not bid for the West Indies molasses which is offered 
for’ sale, » At one:point. he said: ".... 1 just want, to make it clear 
that we have never been asked for blackstrap molasses [oy SuCrest_/, 
although we have had very close dealings with SuCrest over the years", 


(Vol se Oe: Delos) 


Neither of the major Canadian distributors, Canada West 
Indies or Imperial, purchases molasses directly from producers. 
Apparently, United Molasses supplies Canada West Indies almost 
entirely with B.P. molasses and Imperial is supplied by National 
Molasses with M.F.N. blackstrap. Thus, one of the major Canadian 
distributors is dependant largely on B.P. supplies and the other on 
M.F.N. supplies. 


The U.S. corporation, National, cannot purchase Cuban molas— 
ses and the British company prefers to supply B.P. molasses to its 
Canadian subsidiary, probably largely because of tariff considerations. 
The Cuban molasses, which United purchases in very large quantities, 
can be imported into Britain without any tariff disadvantage relative 
to molasses originating in the Commonwealth Caribbean, 


The proposed change in the percentage of contained sugars 
would enlarge the potentially available Canadian supply of B.P. 
molasses, However, the availability of Jamaican supplies would tend 
to strengthen the position of Canada West Indies in the Canadian mar- 
ket relative to Imperial and the additional supply might have to be 
purchased at a somewhat higher price because it is known to have a 
relatively high percentage of contained sugars. 


As noted earlier, the replacement of the word) "syrups" by 
Nmolasses", in the wording of thesitem,smight prevent the entry sot 
inedible syrups which, otherwise, would meet all of the provisions of 
such a tariff item; such syrups would cease to qualify for entry under 
item 13600-1, at Free, B.P. and one cent per gallon, M.F.N. and would 
be classified under item 14000-1 at rates of five cents per gallon, 
B.P. and 64 cents per gallon, M.F.N. Also, the inclusion of a speci- 
fication of a maximum percentage of contained sugars, even at the 
higher level proposed, would leave molasses and syrups, whose con- 
tained sugars exceeded the limit, subject to the mich higher rates 
of item 13505-l1. High-test molasses is not directly competitive 
with either blackstrap or refiners molasses although, like them, it 
is used for industrial purposes, its inclusion under item 13505-1 
makes this product dutiable at rates which are comparable with those 
that now apply to refined sugar. The rates of duty for refined sugar, 
under item 13400-1 are $1.09, B.P. and $1.89, M.F.N., per 100 pounds; 
the minimum rates under item 13505-1, per 100 pounds of contained 
sugars, are $1.05, B.P. and $1.89, M.F.N. 
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The spokesman for Cuba said his country had very large 
quantities of molasses available for export but that the present duty 
prevents Canada from having access to this supply. (Vol. 8, p. 1292) 
Cuba is closer than most of the traditional B.P. suppliers to eastern 
Canadian markets and very much closer than B.P. suppliers in the 
Pacific or Indian Ocean areas. As the world's largest producer of 
sugar and molasses, Cuba would appear to be a logical supplier of 
North American markets, apart from tariff or political considerations. 
The supply of molasses available from Cuba is often at least ten times 
as large as Jamaican supplies. 


Tariff Items 13650-1 and 13705-1 


Tariff item 13650-1 provides for beet molasses at rates of 
one cent per gallon, B.P. and M.F.N., and seven cents per gallon, 
General, when the percentage of contained sugars is less than 71 per 
cent of total solids. The only proposal for any change in this item 
was with respect to the wording and came from the Canada and Dominion 
Sugar Company Limited. The company suggested that the word "molasses" 
replace the word "syrup", on the grounds that "molasses" is the more 
usual term used to describe the product. (Vol. 1, p. 46, 213) None 
of the five cane sugar refiners advanced any arguments in support of 
their proposed retention of the existing rates of, duty. 


Canadian Sugar Factories Limited, Manitoba Sugar Company 
Limited, the Raffinerie de Sucre de Québec, the Canadian Sugar Beet 
Producers Association and LtUnion Catholique des Cultivateurs, all 
advocated the retention of the existing tariff structure relating to 
sugar and proposed no change in the rates of duty for beet molasses; 
none advanced any arguments relating specifically to the rates on 
beet molasses. 


The Quebec factory sells virtually all of its molasses for the 
production of yeast and the two westerm producers are unable to supply 
the demand for molasses for animal feeds in the Prairie Provinces 
either in the form of beet molasses or as dried molasses beet pulp. 
(Vol. 4, p. 463) All imports of beet molasses are from the U.S.A., at 
the M.F.N. rate; the rate has been reduced as a result of the Kennedy 
Round, from the former 63 cents per gallon in effect prior to 
January 1, 1968, to the present 1 cent per gallon from June 4, 1969. 


The Board was informed that only small quantities of beet 
molasses are imported, mainly into the Prairie Provinces. These 
imports supplement the beet molasses produced by the Alberta and 
Manitoba beet sugar factories and are probably used largely in animal 
feed. In the past four years, 1966-69, imports of molasses (including 
molasses powder) entered into the Prairie Provinces varied between 
about 110,000 to 264,000 gallons valued between $22,000 and $46,000; 
the average value varied from 17.3 cents to 22.1 cents per gallon. 

It is probable that a large part of these imports were of beet 
molasses. 


Beet molasses the contained sugars of which exceed the limit 
of the criterion of tariff item 13650-1 (under 71 per cent of total 
solids) would be classified under item 13505-1 when entered in bulk 
and under item 14000-1 if entered in the smaller containers excluded 
from item 13505-1. 
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Tariff item 13705-L provides for molasses powder at rates 
of 35 cents, BLP F745 cents, MIPIN 7) and SO teerte, reneral pera 
pounds. Only small quantities are imported, all from the U.5.A. 
Although some of the representations included proposals that there be 
no change in this item, no arguments were put forward respecting the 
need for the existing or any other rate. The spokesman for B.C. Sugar 
and the western beet sugar manufacturers said that this was a high 
priced product, manufactured only in the U.S.A. Jt is used in animal 
feeds in western Canada but does not provide serious competition 
to the Canadian industry. (Vol. 4, p. 630) 


Edible Molasses — Tariff Item 13700-1 


Most of the edible molasses imported into Canada is produced 
in raw sugar mills from concentrated sugar cane juice from which sugar 
has not been extracted; in contrast, most inedible blackstrap molasses 
is the residual by-product of such juice after sugar has been extracted. 
Some edible molasses is produced by processing blackstrap. Most Cana- 
dian supplies of edible molasses are imported, mainly from Barbados 
and the Dominican Republic. The distributors who import the product, 
in bulk, are Crosby Molasses Co. Ltd., Saint John, N.B., Grandma 
Molasses Ltd., Montreal and Dominion Molasses Ltd., Dartmouth, N.S., a 
wholly-owned subsidiary of Grandma Molasses; both Grandma and Dominion 
are part of the SuCrest Corporation group of companies. Jn addition to 
their packaging operations, these companies supply other firms which 
package molasses for sale. 


Imports of edible molasses have been declining for a decade 
or more; the decline appears to reflect smaller sales of packaged 
molasses to consumers. In recent years, estimated imports have varied 
roughly between two and three million gallons annually, valued between 
approximately $1.5 and $2.0 million. In 1969, imports were unusually 
small and only 1.7 million gallons, valued at $979 thousand were 
imported. The unit value of edible molasses is usually three to five 
times that of inedible molasses. 


Barbados is the principal supplier and accounts for one-half 
to two-thirds of all imports; the Dominican Republic supplies about 
one-third of total imports in most years. The U.S.A. is the only other 
country which ships edible molasses to Canada, regularly. A summary of 
recent imports is given in the following table. 


Imports of edible molasses are sometimes classified incor- 
rectly in the statistics because molasses is entered at the same rates 
of duty under item 13600-1 (inedible molasses), and item 13700-1 
(edible molasses). As a result, the data in the table have been 
partly estimated on the basis of comparisons of unit values. 
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Table 60: The Canadian Market for Edible Molasses, 1964-69 
1964 1965 1966 1967 1968 1969 


- thousand gallons - 

(a) 
Imports 
Barbados BO pee O os ty SOD IB! 1 B66 833 
Dominican Rep. Gel ab,053 776 808 81.6 706 
Ueo.n 50 oar oe) 54 61 aE 
Other * * ~ ie =: ~ 
Total imports Pe oe oo wae 1G alia Ol te ey im i 0S 
Principal Uses ‘*) 
Baking 143 14h i 146 122 i 
Biscuits ain is ae Re Ly. MESS: 12 ee 
Canning ei Of 50 87 58 Pr 
Other foods 9 25 Li 34 ad, ais 
Total known use 296 383 316 3907 1,03 cy 
Unaccounted(b) eee er hg ne iho) oe ole) ye 8I0 ae 


(a) Partly estimated 
(b) Includes molasses packaged for direct sale to consumers 


Source: Derived from DBS, various publications 


New Brunswick, where Crosby Molasses is located, and Quebec 
are the two principal provinces of entry for edible molasses. About 
one-third to one-half of all the edible molasses imported in the four 
years, 1966 to 1969, was entered in New Brunswick and from 38 to Ak 
per cent of the total, in Quebec. Nova Scotia is the only other 
province of entry for substantial quantities of edible molasses. The 
relatively large quantities entered in New Brunswick, particularly of 
Barbados molasses, suggests that Crosby Molasses is a major Canadian 
distributor of edible molasses. 


Fdible molasses is used in bakery products, biscuits, confec- 
tionery, fruit and vegetable canning and other food products. Flour 
mills and some firms classified by DBS as feed manufacturers purchase 
edible molasses for the manufacture of products such as cake mixes. 

The total known use in foods is about 400,000 gallons annually, and 
accounts for only about one-fifth of Canadian consumption; a large 
proportion of the edible molasses which is imported is packaged for 
retail distribution. 


Representations 


Cane molasses for human consumption is classified under 
tariff item 13700-1 and, as noted, is subject to the same rates of 
duty as blackstrap molasses: Free, B.P. and one cent per gallon, M.F.N. 
The product of Barbados and the Dominican Republic is the concentrated 
sugar cane juice mentioned above and, therefore, imports from these 
countries are subject to the terms of the International Sugar Agree- 
ment. 
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Neither of the major importers of edible molasses made any 
proposals or representations in relation to tariff item 13700-1. 
Imperial Molasses filed a proposal which was withdrawn prior to the 
hearing. 


Canada and Dominion Sugar Company Limited, St.’ Lawrence 
Sugar Company Limited, Cartier Refined Sugars Limited and Atlantic 
Sugar Refineries Limited all proposed that there be no change in the 
wording or rates of duty of tariff item 13700-1. None of these 
companies offered reasons in support of their proposals. In reply to 
a question, a spokesman for Cartier said that, in the case of his 
company, "no change" really meant "no recommendation". (Vol. 3, 
p. 445) A spokesman for C. & D. commented that, although dutiable at 
the same rates, blackstrap and fancy molasses were really two differ- 
ent products and "there is a good deal of argument for keeping these 
two different commodities under separate Tariff items". (Vol. 10, 


Deeb 5G) 


The proposals of the British Columbia Sugar Refining Company 
Limited and its subsidiaries, of the Raffinerie de Sucre de Québec, 
and of the Canadian Sugar Beet Producers’ Association, that there be 
no changes in the wording or rates of duty of any of the tariff items 
within the terms of Reference 146, also encompassed item 13700-1 but 
none of these made any further reference to edible molasses. Similarly, 
the Canadian Industrial Sugar Users proposed the removal of all duties 
under all of the items within the Reference, but at the hearing their 
spokesman indicated that their interest was only in the items relating 
to raw, refined and liquid sugars. (Vol. 8, p. 1354) 


The West Indies Sugar Association (Inc.) stated: "Fancy 
molasses is a most valuable addition to Barbados' exports to Canada 
and it is submitted that no action should be taken which would adversely 
affect their entry into Canada at the present duty-free rate nor which 
would reduce the differential represented by duty-free entry as compared 
with the existing /M.F.N./ duty". (Vol. 6, p. 876) 


Because prices vary considerably from year to year, the ad 
valorem equivalent of the M.F.N. duty also varies, but, from 1966 to 
1969, in only one year did it exceed two per cent of the dutiable 
value of M.F.N. imports and in three of the four years it was just 
under two per cent. 


Imports of edible molasses from Barbados averaged about 1.3 
million gallons per year, from 1966 to 1969. Even if it is assumed 
that the existing preferential margin of one cent per gallon enhances 
the price received by Barbados sellers by an equal amount, the addi- 
tional income represented by the existence of the margin is only 
$12,600 annually. The ad valorem equivalent of the existing M.F.N. 
duty is only about two per cent and it is probable that the quality 
of the Barbados product is a much more important factor in determining 
its price than the preferential margin. 


Mr. R.W.M. Austin, as part of his general proposal for a 
Canadian sugar policy, suggested that a quota be allotted for "the 
supply of syrups and Molasses for human consumption and by industry". 
(Volos) Tie) 
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INVERT SUGAR, LIQUID SUGARS AND SUGAR SYRUPS - 
TARIFF ITFMS 13505-1 AND 14000-1 


In the "Explanatory Notes to the Brussels Nomenclature" 
invert sugar is described as follows: 


"Invert sugar ... is usually prepared commercially by the 
action of dilute inorganic acid on ordinary sugar (sucrose) 
and consists of equal proportions by weight of glucose and 
fructose. Jt may be imported in the solid form or as a 
viscous syrup. It is used in pharmacy, in the manufacture 
of fruit preserves and artificial honey and in the brewing 
industry <" 


In Canadian commercial practice invert sugar is almost invariably sold 
in solutions containing a mixture of invert sugar and sucrose. 


Tariff items 13505-1 and 14000-1 are reproduced below. 
Senge Ore ins 


13505-1 Invert sugar, and syrups the product of 
the sugar cane or beet, and all imita- 
tions thereof or substitutes therefor, 
in which the percentage of the total of 
reducing sugars after inversion is 
seventy-one per cent or greater of the 
total solids by weight, not including 
syrups in receptacles of such size that 
the gross weight of the receptacle and 
contents does not exceed 60 pounds: 


When the total of reducing sugars 
after inversion is equivalent to not 
more than sixty-five per cent by weight 
of the total syrup 
per one hundred pounds 68 cts. $1.23 


When the total of reducing sugars 
after inversion is equivalent to more 
than sixty-five per cent, but not more 
than seventy per cent by weight of the 
total syrup per one hundred pounds ‘74 cts. $1.33 


When the total of reducing sugars 
after inversion is equivalent to more 
than seventy per cent by weight of the 
total syrup per one hundred pounds 83 cts. $1.50 


14000-1 Syrups, the product of the sugar cane or 
beet, and all imitations thereof and 
substitutes therefor, n.o.p. 
per gallon 5 cts. 6% cts. 


PAZ 


Invert sugar, in solid form, would always be classified 
under tariff item 13505-1 at the highest rates under the item. For 
all other products which would be classified under items 13505-1 and 
14000-1, the two items are complementary. Products shipped in recep- 
tacles the gross weight of which, inclusive of the contents, does not 
exceed sixty pounds would be classified under item 14000-1; when the 
gross weight of receptacle and contents exceeds 60 pounds they would 
be classified under item 13505-l. 


Items 13505-1 and 14000-1 apply mainly to solutions of 
invert sugar, sucrose, other sugars, and to mixtures thereof, golden 
or refiners' syrups, cane molasses for human consumption the percent— 
age of contained sugars in which is 71 per cent or more of total 
solids and which is not produced in the manner described in tariff 
item 13700-1, and to cane or beet molasses or syrups, not for human 
consumption, the percentage of contained sugars in which is 71 per 
cent or more by weight of total solids. Prior to January 1, 1968, 
all beet syrups, including beet molasses, came under these items; 
since that date most imports, properly classified under the items, 
have been of golden syrups and of edible molasses excluded from item 
13700-1. Although both items 13505-1 and 14000-1 also provide for 
"all imitations thereof and substitutes therefor", no such products 
were known to Canadian sugar refiners and none has come to the Board's 
attention. 


Invert and liquid sugars are produced in large quantities in 
Canada; Canadian production and use is described in the section of the 
report which deals with refined sugar. 


No information relating to imports under these items was 
placed before the Board.and no import statistics relating to individual 
products are available. kImports under each of the tariff items for the 
years 1966 to 1969 are given below: 


Tariff Item 13505-1 Tariff Item 14000-—1 
UK, eee Total U.K, isnt Other Total 
_ 000 dollars - 
1966 6 1 8 25 1562) al Pa 
1967 . a 8 76 3062) 2 108 
1968 10 10 61 sala) fh 123 
1969 10 2 12 hy Jay 2 57 


(a) Includes beet molasses 
Source: DBs 


Most of the proposals placed before the Board, relating to 
these items, were to the effect, without given reasons, that they be 
left unchanged in wording and rates. St. Lawrence Sugar Company 
Limited and Atlantic Sugar Refineries Co. Ltd., both proposed that the 
references to "all imitations thereof and substitutes therefor" be 
deleted, Neither company was able to suggest any imitations or sub- 
stitutes that were entering under the items, but both indicated that 
their proposal was designed to exclude from the items products based 
on artificial or chemical, non-nutritive sweeteners, which, in their 
opinion, have no place in the sugar schedule. 


e3 


The common non-=nutritive sweeteners are provided for in 
whe chemical wchedulerat rates of Free, B,P.,, and)15 p.c., M.F.N.; 
saccharin, whether or not dissolved in water, is classifiable under 
tariff item 92926-1 and the various cyclamates, whether or not dis- 
solved in water, in item 92930-1. Therefore, products which the 
proposals of St. Lawrence and Atlantic would exclude are already 
excluded from these items, The effect of their proposal, if imple- 
mented, would be to exclude substitutes or imitations made, for 
example, from vegetation other than sugar cane or beets and not 
covered more specifically by another tariff item. 


The spokesman for St. Lawrence noted that the percentage of 
contained reducing sugars after inversion cannot be measured in a 
product which contains no sugars, as required under the provisions of 
item 13505-1. (Vol. 3, p. 343) He also suggested that any changes 
in the tariffs on refined sugar should be reflected in the rates on 
liquid sugars, calculated on the basis of 100 pounds of solids. 
AVGl sgethaDaen hl) 


The Canadian Industrial Sugar Users, the principal users of 
liquid sugars, urged the removal of all tariffs on raw and refined 
sugars, to reduce the price of sugar in Canada and to improve the 
competitive position of Canadian manufacturers of sweetened goods in 
relation to imports of such goods. This proposal is discussed else- 
where in the report. Invert sugar, liquid sugars and sugar syrups 
would also be encompassed by the reductions of duties proposed by the’ 
Consumers Association of Canada. 


As part of his proposals for the establishment of an overall 
Sugar policy based on free entry under a quota system, Mr. R.W.M. 
Austin proposed that separate quotas be established for "the supply 
of direct consumption refined sugar and liquid sugars for use in 
industry" and for "the supply of syrups and Molasses for human con- 
sumption and by industry." (Vol. 8, p. 1412) 


Supplementary Notes on Molasses and Syrups 


The following notes deal with information which has become 
available since the main part of the section on molasses and syrups 
was written, 


In 1970, as in previous years, there were no imports recor- 
ded under tariff item 14005-1; also, the value of imports under the 
six items tabulated below was generally consistent with the pattern 
of previous years (table 57). In 1970, imports of inedible molasses 
were only slightly larger than in 1969 and remained well under the 
level of imports in 1967 and 1968. 


Table 61: 


21h 


Imports of Syrups and Molasses, Within the Terms 


of Reference 146, by Tariff Items, 1970. 


Tariff Item 


13505=L 
13600-1 
13650-1 
13'700-1 
13705=1 
14000=1 


Sdéurce: DBS 


However, there was a marked shift in the 
of inedible molasses in 1970. Unlike other years, 
sources greatly exceeded those from B.P. countries 


supplier of the Canadian market for the first time 


BAPS M.F.N. Total 
—thousand dollars-— 

2 - Be 

821 267. 2,988 

- 169 169 
1,085 509 ies 
= Pas mal 
30 he 13 


origin of supplies 
imports from M.F.N. 
and Cuba became a 
in many years. 


Also,as in earlier years, the Boardts analysis suggests that some of 
the imports recorded as edible molasses, under tariff item 13700-l, 
should, in fact, have been recorded as inedible molasses, under item 


13600-1. 


Table 62: Imports of Inedible Molasses and Edible Molasses, 1970 


Barbados 
Guyana 
Trinidad & Tobago 
Sub-total 
India 
POLED st 5 
Cuba 
Dominican Rep. 
Mexico 
Weceds 
Toval Morin. 


All Countries 


(a) Partly estimated 


Source: DBo, Caty No. 


Quantity Value 
1000 gals. $000 
540 100 
21129 720 
5,669 821 
1,000 191 
6,669 ROY? 
8, 68h 1,290 
3,199 182 
on720 366 
1,680 307 
16,283 2,445 
Pen ooe Sige x) 


65-007 and Special Surveys 


Edible?) 
Quantity Value 
1000 gals. $t000 
1,306 89h, 
Ne eiws 89k 
e306 SOL 
906 362 
Lg 82 
95k 

22260 i obs 


ro iby 


Additional information has now been published regarding 
the total available Canadian supply of inedible molasses in 1969. 
Canadian refiners shipped 6.4 million gallons of beet molasses and 
3.5 million gallons of cane molasses in that year and U.S. imports 
from Canada amounted to 0.4 million gallons. In conjunction with 
the estimated imports of 21.5 million gallons in 1969 (table 58) 
this indicates a domestic consumption of 31,0 million gallons, in 
that year, 


SHREDDED SUGAR CANE  -— TARIFF ITEM 14005-1 


The Board was also asked to report on tariff item 14005-1, 
which provides for "shredded sugar cane", at rates of 124 p.c., B.P., 
174 p.c., M.F.N. and 174 p.c., General. This item has been unchanged 
in wording and rates since its introduction into the Tariff in 1913 
in connection with a Trade Agreement with the West Indies, Under the 
South African Trade Agreement (1933) that country was guaranteed the 
B.P, rate and the existing margin of preference, 


At the public hearing, no one was able to advise the Board 
as to precisely what was intended to be covered by the item, It was 
pointed out that sugar cane is shredded as the first stage of the 
manufacture of raw sugar but that it would be impossible to ship the 
product in that state, because it would rapidly ferment. Others 
suggested that it might be intended to refer to bagasse, the residual 
cane after the extraction of raw sugar and molasses, This product is 
used as a fuel in the raw sugar mills and can be used to make paper- 
board, ceiling board, and corrugated cardboard containers. However, 
torit, ittem 5S4010—-1, which is outside the terms of this reference, 
provides free entry under the B.P. and M.F.N. tariffs for “bagasse of 
sugar cane, whether or not dried, cleaned, cut to size, ground or 
sifted." 


Since September 1965, when imports by tariff items were 
first separately reported, none has been recorded under item 14005-1, 
which would suggest that the item relates to a product of no commer- 
cial importance to Canada, 


In the proposals placed before the Board, this item was 
covered only incidentally both by those who proposed that there be 
no change in certain items or in the whole schedule, or by those who 
proposed the reduction or abolition of duties, No arguments were 
advanced relating specifically to the wording or rates appropriate 
for tariff item 14005-l. 
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SUGAR BEETS 
Introduction 


Beet sugar currently constitutes between 40 and 45 per cent 
of total world output of sugar; around the beginning of the century 
it had reached a peak of over 60 per cent of world sugar production. 
For the 1969-70 crop year it has been estimated that of a total output 
of some 77.5 million short tons of sugar, about 32 million tons, or 
hl per cent, will be beet sugar. 


In contrast to sugar cane, which, apart from Australia and 
South Africa, is grown largely in the semi-tropical, developing 
countries of the world, sugar beets are usually produced in industri- 
ally developed countries of the temperate zones. Hurope is the region 
of largest beet sugar production. Some 27 million tons, 83 per cent 
of the 32 million tons referred to above, are expected to be produced 
Inaturepe eancluding the U.5.5.R. 


In Canada, beet sugar accounts for around 12 to 14 per cent 
of total supplies and, by the terms of an undertaking given by Canada 
on signing the International Sugar Agreement, is limited to a maximum 
of 20 per cent of the total Canadian consumption. 


Sugar beets are grown in the provinces of Alberta, Manitoba 
and Quebec. A long history of sugar beet production in south-western 
Ontario was brought to a close with the crop harvested in 1967 when 
the Chatham beet sugar factory of Canada and Dominion Sugar Company 
Limited was closed. 


Since 1967, sugar beets have been processed in Canada by 
only three companies: Canadian Sugar Factories Limited in Alberta, 
the Manitoba Sugar Company Limited in Manitoba, and the Raffinerie de 
Sucre de Québec in Quebec. The Alberta and Manitoba companies are 
wholly-owned subsidiaries of the British Columbia Sugar Refining 
Company Ltd. of Vancouver, a public corporation. The Raffinerie de 
Sucre de Québec is owned by the Quebec Government and is operated under 
the presidency of the provincial Minister of Agriculture and Colon- 
ization. 


Canadian Sugar Factories Limited operates two beet sugar 
factories: one at Taber and one at Picture Butte, both in the Leth- 
bridge area of southern Alberta. The Manitoba Sugar Company Limited 
operates a factory just outside of Winnipeg, at Fort Garry, Manitoba. 
The Raffinerie de Sucre de Québec also has one factory, located at 
St. Hilaire. The four operating beet sugar factories process sugar 
beets only; for a brief period the Manitoba company also processed 
imported raw cane sugar, but none of the factories is equipped to 
process cane sugar, at present. 


The output of the four beet sugar factories is primarily 
granulated refined white sugar, although some of the white sugar 
specialties such as cube sugar and icing sugar are produced 
in some instances; they produce no brown or other soft sugars. All 
the factories produce beet molasses and dried beet pulp as by-products; 
the latter is the fibrous residue of the sugar beet which remains after 
the sugar has been extracted. In western Canada, some beet molasses is 
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added to the beet pulp to produce dried molasses beet pulp, a live- 


stock 


feed, and some is sold to produce yeast and alcohol; in Quebec, 


almost all of the beet molasses is sold for the manufacture of yeast. 
Beet molasses is not sold for human consumption, in Canada. 


prise 


Production of sugar beets is not an important farm enter- 
in any of the three provinces in which they are produced, in 


relation to the total number of farms, total farm acreage, the farm 


value 
ever, 
beets 
gross 


of the principal field crops or total farm cash receipts. How- 
for the approximately 2,500 farms on which they are grown, sugar 
are a substantial source of farm income; for these farms, the 

farm income from sugar beets is larger than that from any other 


field crop. 


Table 63: Farm Income and Area of Sugar Beets Compared 


With All Farm Enterprises, 1968 


Quebec Manitoba Alberta 


million dollars 


Farm value, principal seesce exons fe 18736 282.9 55358 
Farm value of sugar beets\# SRS Lee 10.9 
Cash receipts, all farm en ease peoos 364.8 80391 
Cash receipts, sugar beets 2.8 Meus 9.0 
thousand acres 
Areasoft principal ‘field crops lefO2 Bote 17,244 
Area of sugar beets 120 29 39 
sugar beets as per cent of: per cent 
Farm value, principal field crops a ese ase ee) 
Cash receipts, all farm enterprises O25 3 Wk 
Area of principal field crops Oj< OV3 Oe 


(a) Includes estimated value of crops consumed on farms where grown 


(b) Includes deficiency payments 


Source: DBS, various publications 


The latest published data regarding the number of farms 


on 


which various crops are grown relate to the census of 1966. In 1966, 


in Quebec, only 927 farms produced sugar beets compared with about 


34,500 which grew potatoes. In that year, 542 farms in Manitoba and 


971 in Alberta, grew sugar beets; in the same year, approximately 
28,600 farms in Manitoba and 43,500 farms in Alberta, grew spring 


wheat. Thus, the 2,440 farms in these provinces which produced sugar 
beets in 1966, represented a very small fraction of the total number 


in each of the provinces. 


Sugar beets are an important crop to farm operators who 


produce them mainly because the gross and net return per acre is large 
compared with those from most other crops. Although costs of produc-— 
tion are high, the eagerness of farmers to obtain contracts to grow 


them indicates that sugar beets are a relatively profitable crop. 


There are no problems of marketing and returns to producers are quickly 
available because of the provisions of the contracts under which sugar 
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beets are grown and sold. Also, deficiency payments provided by the 
federal government under its price stabilization program, are probably 
an important factor to farm operators when considering crop alterna- 
tives. As the following table shows, potatoes are the only major 
field crop which provides gross returns per acre as large as sugar 
beets. However, potatoes are subject to much greater price 
instability than sugar beets and normally involve sorting, storage 

and other operations before they are sold. 


Table 6,: Average Gross Returns Per Acre, Sugar Beets 


and Selected Other Field Crops, 1968 


Quebec Manitoba Alberta 
dollars per acre 

Spring wheat 48 BD Si 
Flaxseed sue 36 Lh 
Corn for grain Ly 53 ~ 

Peas, dry 1G 32 ie 
Potatoes o15 ZHI 325 
Sugar beets 286 164 278 


Source: DBS, Cat. No. 21-003 


Acreage, Production and Returns 


Between 1960 and 1964, sugar beet acreage increased sharply, 
reached a peak of 101,312 acres in 1964 and then declined to 83,305 
acres in 1967, the last year that this crop was produced in Ontario. 
In the two years since 1967, acreage has been fairly stable at about 
80,000 acres. Currently, about one-half the acreage is in Alberta, 
one-third in Manitoba and 13 per cent in Quebec, 


Table 65: Harvested Acreage of Sugar Beets, Canada and 


Provinces, Selected Years, 1940-70 


Year Quebec Ontario Manitoba Alberta Canada 
- acres ~ 
1940 - 56,010 15,682 23, 8h0 Uo se 
1950 11,869 Bo Eee 20,198 26, bb2 101,496 
50 4, 503 23., 306 1,00 Sy Luann: GO; HD 
1960 Dyed 14,258 25,068 ego (9 86,128 
1961 1,893 6353 eis Wel, 32,208 Shs G2 
1962 10, £62 2.653. aL. 505 LhOv2'7/ 8h.,677 
1963 10,557 16, 811 28, 100 39,755 95,223 
1964 10, 628 Le wihe 29, 820 2,122 Om), Silke 
1965 Pe. Gy TO go) pou Ly 5, B99 85, 023 
1966 8,418 see re YM GY aielh Sieeie 
1967 8,776 14, 124 26,898 33,507 83,305 
1968 11,381 a 29,079 39,206 79, 666 
1969 9,298 “ 31,062 38, 867 79,227 
1970 8, 900 ~ ite Lap fi: 38, O00 10,073 


Source: 


DBS, Cat. Nos 21-003, 21-507 
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The combined acreage of Alberta and Manitoba has varied 
between about 60 and 70 thousand acres during the 1960's without 
apparent trend. In Quebec, there was a substantial increase in the 
early 1960's. After 1961, acreage varied from a low of 8,400 in 1966 
to a high of 11,400 in 1968; again no trend is apparent. Ontario 
acreage declined by more than 50 per cent between 1959 and 1960, from 
33,306 to 14,258 and, although it increased in the next few years to 
18,742 acres, it declined again after 1964. 


Production of sugar beets has been relatively stable in 
recent years at about 1.1 million tons per year. Alberta is the major 
producing province and accounts for more than half of the total. 
Together, Alberta and Manitoba normally produce between 800,000 to 
900,000 tons annually. Production in these two provinces is limited 
mainly by the size of the market for sugar in the Prairie Provinces. 
Quebec's production has varied between 130,000 and 160,000 tons in 
the period 1964-69, except for the unusually large output in 1968 
which resulted from the large acreage and high yield per acre, in that 
year, Production in Quebec is limited by the size of the province's 
factory at St.Hilaire, which is currently operating at capacity. 


Table 66 Production of Sugar Beets, Canada and Provinces, 


Selected Years, 1940-70 


Year Quebec Ontario Manitoba Alberta Canada 
™ thousand tons - 


1940 = 394 we 336 825 
LO 138 383 150 LL5 Si IMide 
1960 83 212 258 56 1,099 
1961 113 279 188 525 1,106 
1962 147 229 197 533 1,106 
1963 123 21,5 31,8 580 1,286 
1964 151 336. 285 527 1,298 
1965 160 216 262 504 ie 
1966 130 216 21,5 576 1167 
1967 133 287 2217 43h 1,081 
1968 20h < 298 596 1,098 
1969 158 - 343 aid 1,078 
1970 160 - 180 535 875 


Source: DBS, Cat. No. 21-003, 21-507 


Since 1950, with the use of newer equipment and methods and 
improved seed varieties, the average yield of sugar beets in Canada 
has increased from some 10 or 11 tons per acre to 13 or 14 tons per 
acre. Before Ontario production ceased, yields of 18 to 20 tons per 
harvested acre were being achieved in that province. In general, 
yields have been higher in eastern than in western Canada and yields 
in Quebec are ordinarily higher than in Alberta. Yields are higher 
in Alberta than in Manitoba, probably largely because of the use of 
irrigation in the growing areas of Alberta. In 1969, yields in 
Quebec, Alberta and Manitoba were 17.0, 14.8 and 11.1 tons per acre, 
respectively; the national average yield in 1969 was 13.6 tons per 
acre harvested. 
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The average farm return per ton of sugar beets has increased 
over the past decade. In two of the years, 1962 and 1963, higher 
returns resulted from high prices for cane sugar; in all other years 
of this period, farm returns for sugar beets include subsidies paid in 
the form of "deficiency payments" under the terms of the Agricultural 
Stabilization Act; these varied from a low of $1.52 per ton in 1960 to 
a hagh of $5.99 a-ton, in 1965. 


Table 67: Average Farm Returns Per Ton of Sugar Beets, 


Canada_and Provinces, Selected Years, 1940-69 


Year Quebec Ontario Manitoba Alberta Canada 
- dollars per'‘ton - 


1940 = 6.57 6.65 (Bil 6.80 
1950 13.00 15.59 15.50 18.45 16.40 
1960 14.48 13.82 13.73 1h. 85 iVEpetS 
1965 18.31 13570 T7AEG 17.20 16.69 
1966 18.32 13.95 16.79 16.71 16.40 
1967 18.18 13.25 17.80 17.95 16270 
1968 15.99 = 15.98 18.28 T9523 
1969(prel.) 15.08 es VERB 18.45 Leh 


Source: DBS, Cat. No. 21-003, 21-507 


The total farm value of sugar beets in Canada roughly 
trebled during the forties and reached a level of about $19 million 
per year before the abandonment of Ontario production in 1967. Cur- 
rently it is estimated at about $19 million. As noted earlier, 
Canadian production is unlikely to increase rapidly and, therefore, 
increased farm income depends mainly on increased average returns per 
ton of beets. 


Table 68: Total Farm Value of Sugar Beets, Canada 
.and Provinces, Selected Years, 1940-69 


Year Quebec Ontario Manitoba Alberta Canada 
- thousand dollars - 


1950 15795 5,969 2,322 8,213 18,299 
1960 Le 2,929 3, oho 8,102 17 (e 
1965 2,932 2,997 4, 501 S671 19,061 
1966 2,385 3,016 4,106 9,617 PS; 226 
1967 2, 42h 3,802 1,036 (ile 18,054 
1969(prel.) 2,389 ~ Cee wie: 10, 640 18, 967 


Source: DBS, Cat. No. 21-003, 21-507 
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Sugar beets were produced by 2,543 growers in 1968. The 
largest number, 1,081, were in Alberta. However, because the average 
sugar beet acreage is relatively small in Quebec, there were 925 
growers in that province compared with 537 in Manitoba, although the 
Manitoba acreage of sugar beets is usually more than three times as 
large. 


The number of growers has been decreasing in recent years, 
in all provinces. In 1964, there were 3,429 growers in Quebec, 
Manitoba and Alberta; in 1968, they numbered 2,543, a decline of 
about 25 per cent. The substantial decline in numbers of growers has 
been accompanied by an even greater increase in the average acreage 
per grower. Between 1964 and 1969, the average acreage increased from 
22 to 33 acres per grower, a rise of approximately 50 per cent. ‘The 
largest increase occurred in Manitoba where the average acreage rose 
from 3&8 to over 55 acres per grower. 


Table 69: Average Harvested Acreage of Sugar Beets Per 
Grower, 1964-69 _ 


Year Quebec Ontario Manitoba Alberta Canada 
- acres harvested per grower - 


1964 8.8 Leal 38.5 29.3 eye an 
1965 8.6 14.5 39.9 20.8 eh 
1966 8.9 17.3 ee 30.6 2327 
1967 10.5 20.3 48.7 30.0 26.0 
1968 12.3 - bhe.2 36.3 3173 
1969(prel.) 11.5 - 55.5 37.6 33.0 


Source: Provincial Growers' Associations, annual reports and the 
Raffinerie de Sucre de Québec 


Sugar Beet Production - Costs and Returns 


The cost of producing beets in Alberta was discussed in a 
study released in 1969 by the Department of Agriculture of that 
province, entitled "The Economics of Sugar Beet Production in Alberta, 
1966-1968" (publication no. 821-171). The study was based on a random 
sample of ten per cent of the growers with contracts and was "quite 
representative of the entire population of growers". A less-—detailed 
study of the cost of producing sugar beets in Manitoba, in 1968, is 
alsq available. No estimate of the costs of producing sugar beets in 
Quebec is available to the Board. 


Alberta Costs and Returns 


According to the Alberta study, sugar beets are grown on 
farms with an average total area of about 380 acres and an average 
total cultivated area of 330 acres. Sugar beets accounted for an 
average of 49 acres per farm, in the years 1966 to 1968, or approxi- 
mately 15 per cent of the cultivated acreage. Grains accounted for 
the largest part of the cultivated acreage (43 per cent), vegetables 
and miscellaneous crops for six per cent and fodder for about ten per 
cent; the remainder of the cultivated land was in tame pasture and 
summer fallow. 
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The weighted average cost of producing beets during the 
three years covered by the study was $11.82 per ton, the total average 
return to producers, $18.21 a ton, and the net return to profit and 
management, $6.40 per ton of beets harvested. Interest on the invest- 
ment in land and mechanical equipment was included in expenses, as 
was the value of the labour of the farm operator and members of his 
family. Thus, except for the additional remuneration to the farm 
operator for the time spent in purely managerial functions relating 
to the beet crop, the net return represents the profit from sugar 
beet production. Summary data regarding returns and expenses, per 
ton of beets, are given in the table which follows. 


Table 79: Returns and Costs in the Production of Sugar 
Beets in Alberta, 1966-68 
3-year 
1966 1967 1968 Average 


$ per ton of sugar beets 


Returns: 
from processor dig OL Tea 14.89 13.08 
deficiency payment 4.70 Died 3639 Negene 
total above 65°71: 705 18.28 759 
other(4 0,54 0.66 0.69 62 
Gross returns ae 18.61 Tey Te ou 
Expenses 
labour Side 4.03 Seat oye 
machinery & equipment ie Ae Lie (D Dae 4.92 
materials, supplies & 
misc. costs es Le eth Ibe 1359 
land & water taxes ees pay 40 Sle 
interest on land investment 1203 rae) 1.06 2206 
Total expenses LG ae AaeOe 1. 82 
Net return to management and profit 
including def. payment Bel 6.45 203 6.40 
excluding def. payment 1.09 82 3.0 1.89 


(a) Includes feed value of beet tops, hail insurance payments and 
hauling rebates from sugar factory 


source: 


Alberta Dept. of Agriculture, publication no. 821-171 


During the three years covered by the study, gross returns 
per ton of beets, exclusive of the deficiency payment, exceeded total 


expenses in each year. 


For the three-year period, gross returns 


excluding deficiency payments exceeded total expenses by an average 


of $1.89 per ton of beets. 


For the farms included in the sample, total expenses per 


acre for the three years 1966 to 1968 averaged $175.55. 


For the same 


three-year period the gross return from sugar beet production averaged 
$270.59 per acre, of which $261.31, 96.6 per cent, was accounted for 
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by the sale of beets. The remaining $9.28 per acre was attributed to 
the feed value of beet tops, receipts from hail insurance, and pay- 
ments by the beet sugar factory for hauling sugar beets distances of 
more than 34 miles to the sugar beet factory. Thus, the average net 
return for management and profit per acre, was $95.03, nearly three 
times the gross return from wheat per acre, in 1968. 


The average acreage of sugar beets for the farms included 
in the study, 1966-68, was 48.8 acres; the following table shows the 
distribution of returns and major costs per farm. 


Table 71]: Returns and Costs, Per Farm, in the Production 


of Sugar Beets in Alberta, 1966-68 


1966 1967 1968 Average 


$ per farm 


Returns 
from processor 8,587 Loo eS 9,486 
deficiency payment 3,360 3 ATA 2,909 3,266 
total above 11 ony 1) c,077 Acer 12u7s2 
other 386 LOT 592 1,53 
Gross returns a2 333 Li hehe 2 ela 3505 
Expenses 
labour 2,688 2,he7 3,209 Bad fis 
machinery & equipment Sy a9, 2,931 4,479 3,566 
materials, supplies & 
Im 6¢.- Cosus Le. OSe Ts 15308 IAD e 
land & water taxes 307 212 3h3 306 
interest on land investment 736 679 910 768 
Total expenses 8,194 TSO. TAO Aks 8,567 
Net returns to management and profit 
including def. payment 4,140 3,980 6033 4,638 
excluding def. payment 779 506 3,124 is (2 


Source: Alberta Dept. of Agriculture, publication no. 821-171 


During the three years covered by the study, gross returns 
from the production of sugar beets, exclusive of deficiency payments, 
averaged $9,939 per farm and average net returns to management and 
profit, on the same basis, $1,372 per farm; inclusive of deficiency 
payments, net returns averaged $4,638 per farm, indicating the impor- 
tance of the federal subsidy to producers. In the’period, deficiency 
payments averaged 25 per cent of the gross returns from sugar beet 
production and were 27, 30 and 18 per cent of gross returns in 1966, 
1967 and 1968 respectively. 


The largest items of expense were machinery and equipment, 
and labour; these averaged 42 and 32 per cent of the total, respect- 
ively, from 1966 to 1968. Total labour requirements per acre averaged 
46.4 hours on the farms studied. This would amount to 2,264.3 hours 
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per season on the average farm, or 226 man-days, assuming an average 
of ten hours work per day, and 283 man-days at eight hours per day. 


On farms with relatively small beet acreages a large part of the 


labour would probably be contributed by the farm operator and members 
of his family; on farms with larger beet holdings the seasonality of 
various operations would make the hiring of outside labour essential. 


For the farms studied, sugar beets accounted for only 15 
per cent of the total cultivated acreage from 1966 to 1968 and, there- 
fore, the returns discussed above relate to only part of the income 


of the farms included in the study. 


Manitoba Costs and Returns 


The Manitoba study relates to only one year, 1968. 


Unfortunately, no published data 
are available regarding total returns of these farms. 


In 


general, the details given of various costs are similar to those of 
the study in Alberta, but not identical. In 1968, Manitoba acreage 
and production were relatively large but the sugar content of the 

beets was low; in Alberta the total size of the crop and the sugar 


content of the beets were both above average. 
was the yield per acre exceptionally low or high. 


In neither province 
However, as the 


following comparisons indicate, returns per acre were much higher in 
Alberta because yields are ordinarily considerably higher than in 
Manitoba and, in 1968, the effect of this difference on returns was 
enhanced by the sugar content of the beets sold in each of the prov- 


inces. 
Table 72: Sugar Beets, Costs of Production and Returns, 
in Manitoba and Alberta, 1968 
Manitoba Alberta 
$ per ton 
Returns: 
from processor eo. 14.89 
def. payment ON ee 
sub-total 15,498 18.28 
other 0.69(a) _0.69 
Gross return 16.67 18,97 
Expenses: 
labor opis) Bath 
machinery & equipment Sai a Fee 
materials, supplies, misc. 3.80 Tape 
taxes, rent, int. on land 2.93 1.46 
Total expenses lie Pay ks) L194 
Net return to management and profit: 
including def. payment 2.89 ao 
excluding def. payment -0.18 sie yh 


Manitoba 


Alberta 


$ per acre 


JOY seo 


5205 
169.86 


7.33(a) 


fee 


34.87 
40.03 
40.38 
oy Were 
146 4h 


30.75 
-1.88 


(a) Assumed to be the same per ton of beets as in Alberta 


Source: 


£38.39 
ve 
292.66 
ws 16 
303.82 


59382 
83.20 
2.48 


2230 
191.16 


Lie. 66 
58.39 


Derived from preliminary report on the costs of producing 


sugar beets in Manitoba in 1968, University of Manitoba and 


Alberta Dept. of Agriculture, publication no. 821-171 
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As the table shows, production costs were higher per acre 
in Alberta than in Manitoba but, because the average yield in Alberta 
was much higher, 16.01 tons per acre compared with only 10.63 tons in 
Manitoba, costs per ton in Alberta were significantly lower. The 
effect of the lower sugar content of Manitoba beets is evident in the 
returns per ton; in 1968, Manitoba beets had a sugar content of 15.52 
per cent compared with 16.80 per cent for Alberta beets. The combined 
effect of the higher yield and the higher sugar content resulted in 
the gross return per acre in Alberta being 71 per cent higher than in 
Manitoba, in 1968; the net return per acre (including deficiency pay- 
ments) was nearly four times as large in Alberta as in Manitoba. 


In Manitoba, net returns were negative when deficiency pay- 
ments were excluded from the data. The net return of Alberta growers 
studied was $58.39 per acre in 1968, substantially higher than the 
average gross return of approximately $34 per acre for spring wheat 
in that year. 


A major item of expense to Manitoba producers is the cost 
of transporting beets from the farm to the sugar beet factory just 
outside of Winnipeg. Apparently, a large proportion of the beets are 
transported by rail freight from the more distant points and this 
cost is given in the study; the additional cost of trucking some of 
the beets from the more distant farms to the factory cannot be estab-— 
lished from the detail given in the study. However, about two-thirds 
of the beets covered by the study sample were grown in Districts 3, 

4, and 5 and incurred an average rail freight cost of 2 307 per ton or 
$22.08 per acre. 


The Manitoba beet sugar factory is located at a considerable 
distance from most of the sugar beet production. Only about six per 
cent of the sugar beet farms are located within 15 miles of the 
factory and the two-thirds of the production which occurs in Districts 
3, 4 and 5 is an average of 50 miles or more from the plant. Districts 
3, 4 and 5 are south of Winnipeg, adjacent to the Canada-U.S.A. border. 
A substantial part of the output of districts 1 and 2 is also south of 
Winnipeg and at some distance from the factory. 


If the factory were closer to the area where most sugar 
beets are produced, for-example’ in the general vicinity of Altona, 
producers in Districts 3, 4 and 5 could truck beets to the factory 
instead of incurring the high costs of rail freight for an average 
distance of at least 50 miles. Although many producers in District 1 
and some in District 2 would be unaffected by such a change of location, 
producers in Districts 3, 4 and 5 would benefit, considerably sache 
latter producers accounted for about two-thirds of the acreage and 
output in 1968 and for nearly three-quarters of the total number of 
growers. 


If producers in Districts 3, 4 and 5 could have saved the 
cost of rail freight, in 1968, their average cost would have been 
reduced by $2.07 per ton of beets or $22.08 per acre. The effect of 
these reductions on costs and returns for Districts 3, 4 and 5 is 
shown below. 


Fade | 


$ per ton $ per acre 
Total returns: 


with deficiency payment 16.67 177 45 

without deficiency payment 1360 Vy 77 
Total expenses: 

including rail freight L395 Te i2 

excluding rail freight Lres 126.04 
Net returns including rail freight in costs 

with deficiency payment Bey, OA po We) 

without deficiency payment -0.33 -3.35 
Net returns excluding rail freight from costs 

with deficiency payment 4.82 sp mee bully 

without deficiency payment ed iS Bh 2 


It is apparent, from the tabulation, that net returns per 
acre for producers in Districts 3, 4 and 5 would change very signifi- 
cantly if the Manitoba factory were more appropriately located in 
relation to the production of beets. The additional cost of freight 
for the sugar produced would be minimal in comparison with the current 
heavy costs of transporting beets from growers' farms to loading 
points and then transporting the beets, by rail, to the factory. 


The savings which would accrue to producers in Districts 3, 
4 and 5 and therefore to two-thirds of Manitoba production, is probably 
understated. As noted, the tabulation does not take account of the 
costs of trucking beets grown in Districts 3, 4 and 5 to the factory. 
The apparent disadvantage of Manitoba growers relative to those in 
Alberta would shrink considerably if the beet sugar factory were more 
appropriately located, even in a year when the sugar content of beets 
was unusually low, as in 1968. 


The Marketing of Sugar Beets 


In Canada, sugar beets are grown under contracts which 
specify the acreage which will be seeded, the terms of payment and 
various other matters. The contracts between the processors and the 
growers are generally similar in Alberta and Manitoba. In both prov- 
inces, they provide for the price of seed supplied by the factory, 
shrinkage allowances, tare penalties, delivery points at which beets 
will be received, and similar points of detail; they also specify the 
proportions in which the grower and processor will share in the net 
returns from the sale of sugar and other products manufactured from 
the sugar beets. A comparison of the sharing provisions of the Alberta 
and Manitoba contracts for the 1969 crop is given below. 
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Average Net Return for Sugar Growers' Share of Net Return 

£.0.D. factory Alberta Manitoba 
$ per cwt. per cent 

6.25 and under 58 59 
6.40 a7 a9 
6.50 59.67 oh. 
Gio 60 sg Sal 
6.70 ok Doel, 
GoD Eee shy) 
6.85 62 Do ed 
7.00 63 60 
Teen 63 6055 
(Pele 63 61 
let? 63 pi 5 
8.00 63 62 
S22 63 62.5 
8.50 and over 63 63 


As the above table indicates, the growers! share of the net 
return to the factory will not be less than 58 per cent nor more than 
63 per cent. Manitoba growers have a slight advantage when net 
returns to the factory are less than $6.40 per hundred pounds of sugar; 
Alberta growers have an advantage when net returns are greater than 
$6.40 but less than $8.50 per hundredweight. Both Alberta and Manitoba 
growers also receive a share of the factories’ net returns from dried 
molasses beet pulp and beet molasses. The net return to the factory 
for sugar and other products is established by deducting from the gross 
return "all usual selling expenses; and also an amount equivalent to 
any new or increased taxes or levies against the said beets, sugar, 
molasses or D.M.B.P. [dried molasses beet pulp/, or against the Company 
on account of processing or production, by any lawful taxing authority, 
such deduction being agreed upon as an added selling expense", 

(Alberta Sugar Beet Contract, 1969) 


Growers are paid according to the average sugar content of 
the total crop of beets delivered by all growers. Thus, if deliveries’ 
from all growers during the season are found to have contained 250 
pounds of sugar per ton of beets (12.5 per cent), each grower is 
credited with 250 pounds of sugar for each ton of beets delivered, what- 
ever the sugar content of his own beets may have been. If the net 
return to the factory for sugar from the 1969 crop were $6.55 per 
hundredweight, the grower's share in Alberta would be 60 per cent and 
in Manitoba, 59.1 per cent, or $3.93 and $3.87, respectively, per 
hundred pounds of sugar contained in the beets delivered. Thus, if 
the average sugar content of all beets delivered in each province were 
12.5 per cent (250 pounds per ton), Alberta growers would receive 
$9.825 from the processor per ton of beets delivered (250 x 3.93) and 
Manitoba growers would receive $9.675 per ton. (100 


In Quebec, in recent years, producers of sugar beets have 
been guaranteed a fixed minimum price of $13.00 per ton of beets 
delivered to the factory, without regard to the sugar content. In 
addition, producers also receive the federal deficiency payment per 
ton of beets for the crop to which it pertains. The contract between 
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grower and refinery specifies the maximum acreage which may be 
planted and certain other conditions relating to the purchase of seed 
and the inspection of crops. 


The principal factor which determines the total output of 
beet sugar and, therefore, of sugar beets, in Alberta and Manitoba, 
is the demand for sugar in the Prairie Provinces. It is a matter of 
policy, on the part of the British Columbia Sugar Refining Company 
Limited, which owns the three beet factories in the Prairies, that 
enough acreage will be placed under contract in those provinces to 
provide sufficient granulated sugar to supply the market for white 
sugar in the Prairie Provinces, according to the company's estimates. 
When the production of beets is less than the company's expectations, 
sugar may be brought in from the company's Vancouver cane sugar 
refinery; when production is unusually large, surplus beet sugar may 
be sold outside the Prairies or acreage contracted in the following 
year may be reduced. 


Distance from eastern refineries and the consequent cost of 
shipping tendsto insulate most of the Prairie market from the compet- 
ition of refined cane sugar produced east of Manitoba; beet sugar 
produced in the Prairies would move east of the Lakehead only in 
unusual circumstances. The common ownership of the British Columbia 
cane refinery and the Prairie beet sugar factories assures that sugars 
produced by these plants will not compete with each other in the 
region from Manitoba to the Pacific coast. 


Because, in effect, only one company controls the production 
and distribution of sugar in the Prairie Provinces and British 
Columbia, the capacities of the beet sugar factories and the produc-— 
tion of beet sugar are planned so as to supply the demand in the 
Prairie region. Of course, acreage contracts are a major tool in 
accomplishing this objective. The 1964 report of the Central Board 
of the Alberta Sugar Beet Growers to its members stated that: 


"Your Board has always been instructed to control and main- 
tain the beet acreage so that there would be only enough 
beets grown to supply sugar for the market. Growers have 
never attempted to create a sugar surplus." 


The Price Support Program 


The returns which Canadian sugar beet growers receive for 
their beets is made up of a payment per ton of beets by the sugar 
beet processor (the "net price" in Western Canada) and, in most years, 
an additional "deficiency payment" per ton of beets, paid by the 
Federal Government. , Since 1957, the Federal Government has supported 
prices of sugar beets under the terms of the Agricultural Stabiliza- 
tion Act or its predecessor, the Agricultural Prices Support Act. As 
currently administered, an announcement is made each year, before the 
crop is harvested, of a "prescribed price” per ton of sugar beets of 
specified sugar content; the prescribed price is the minimum national 
average return, to which the deficiency payments are expected to 
bring growerst total returns per ton of sugar beets containing <50 
pounds of sugar (12.5 per cent), for that year's crop. 
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Deficiency payments are paid on a so-called "standard ton" 
of beets, that is, a ton of beets containing 250 pounds of sugar or a 
sugar-content of 12.5 per cent. If the average sugar-content is more 
or less than 250 pounds per ton, the payment is higher or lower, as 
the case may be. The "prescribed price" is currently based on the 
average London daily price (LDP) in effect during the crop year ending 
August 31, as reported monthly by the International Sugar Council, and 
is weighted by sales of beet sugar during the period. It is published 
in the Canada Gazette in the form of a schedule showing the amount per 
standard ton of beets which will be paid by the Agricultural Stabili- 
zation Board (ASB) when the weighted average LDP is at various levels. 
The schedule implicitly assumes the amount per standard ton of beets 
which growers will receive from processors, on a national average 
basis, for any given level of the weighted average LDP. However, the 
amount paid by the ASB is according to the schedule and regardless of 
the amount paid by the processor. 


No deficiency payment was necessary in 1957, the first year 
of the program's operation, nor in respect of the 1962 or the 1963 
crop, because the sugar from these beets was marketed at a time when 
world sugar prices were quite high and payments to growers by proces-— 
sors were higher than the announced price support level per ton of 
beets. 


In all other years since 1957 some deficiency payments on 
sugar beets have been made. Operational details have varied in differ- 
ent years: in recent years the prescribed price per ton of beets has 
been the same for all provinces, while in earlier years it has varied 
as between provinces; in some years the method of determining the 
amount of deficiency payment has been based directly on the relation- 
ship between prices received from processors and the announced support 
price, while in other years the level of payment has been based on the 
relationship between Canadian refined sugar prices and the reported 
value of imports of raw sugar or, as currently, on the relationship 
between the London daily price and prices received for sales of beet 
sugar. 


Except for 1961, the prescribed price has been on a national 
basis since 1960 and deficiency payments have been based on statistical 
relationships which were intended to establish the difference between 
this "national" prescribed price and the national average price paid 
by processors, per standard ton of beets. The changes in the opera- 
tional details which have occurred during this period have been mainly 
with respect to the method of calculating the statistical base from 
which the prescribed price is established and by which the national 
average deficiency payment is determined. However, the agency admin- 
istering the program, currently the Agricultural Stabilization Board, 
determines the relationship between the calculated statistical base 
and the estimated return per standa’;} ton of beets which will be 
guaranteed to producers in any crop year. 


It is intended that the average return guaranteed to producers 
per standard ton of beets should be related to the preceding ten-year 
average return and the announcement in which the level of support is 
made public indicates the expected percentage relationship between the 
prescribed price and the ten-year average return as calculated by the 
ASB. The following table shows the level of support during the 1960's 
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together with the returns to producers and the amount of government 
subsidy per standard ton of beets. 


Table 73:0 Returns to.Producers ‘for Sugar Beets Showing 
Returns from Processors and Direct Government 


Subsidies, Crop Years 1960-61 to 1969-70 


Crop Year Prescribed "Price Received Defi- 
Ending % of prec. Per from ciency Total 
August 31 l10-yr. av. Ton Processors Payment Return 
per cent $ - dollars per ton of beets - 
1960-61 100 13.1888) aa.97 he 13.17 (4) 
1961-62 102 Liew ES TL 62 1.93 13.68 
1962-63 106 134072 18.64 - 18.64 
1963-64 109 ee he e733 = 173 
1964-65 104 fee 11.62 ie dal io? 
1965-66 104 IN fn 35) ene 6.38 Go 
1966-67 105 EI ype Le) aa e)s) 4.83 15.83 
1967-68 rs 15.50 10.64 cae 16.05(¢) 
1968-69 a 15.98 NYS.) 3343 eS 
1969-70 119 15.98 15.33(4) Dea) oy eo) 


(a) Converted from support level actually announced of $14.23 per ton 
of beets yielding 270 pounds of sugar 

(b) Includes subsidy of 50¢ per ton paid by Province of Ontario 

(c) Excludes a special payment of $1.31 per standard ton and a tran- 
sitional assistance payment of $60 per planted acre, to Ontario 
growers 

(d) Preliminary 

Source: Canada Department of Agriculture 


Since the 1964 crop, the total return to growers, per ton of 
standard beets, has exceeded the intended support level in each year, 
in some years by substantial amounts. In part this resulted from the 
reported value of imports of raw cane sugar being an inaccurate indi- 
cator of the cost of raw cane sugar, partly because of a change in the 
basis of reporting the London daily price and partly because returns 
to growers, as calculated, did not bear the same relationship to London 
daily prices at low as at higher levels of prices. The existing prac- 
tice of basing deficiency payments on a schedule of London daily prices 
resulted from some of the problems which arose when using other methods 
for determining the amount of the deficiency payments. 


It is evident from the table that the deficiency payment 
constitutes a much larger part of the total returns to the grower in 
recent years than in earlier years. For example, for the crops of 
1960-61 and 1961-62 the deficiency payments were 11 and 14 per cent, 
respectively, of the total return to growers per ton of beets; for the 
crops of 1965, 1966, 1967 and 1968 the proportions were 37, 31, 34 and 
19 per cent, respectively. Thus, about one-third of the amount received 
by Canadian growers for their beets, in the three years 1965-67, was 
accounted for by the direct subsidies paid by the federal government as 
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deficiency payments. The total amount of subsidy paid by the federal 
government, for each crop, is shown in the following table. 


Table 74: Total Deficiency Payments to Growers of Sugar 


Beets, by Province, Crops of 1957-69 


Year Quebec Ontario Manitoba Alberta Canada 
2 eet O0Tua se 
hee Wis ° = - ve: - 
LOSS eo 530 580 Deas 2,656 
L959 ae 532 626 Leh eee as: 
1960 145 396(a) ne, 960 1,938 
1961 169 733 289 Foal eee 
1962 —_ - - - - 
1963 - - - ~ - 
1964, 4,83 965 870 da (5 Hyi033 
1965 850 NR AS, 1,687 Kt | 6,844 
1966 693 ne ses ye ies 2,708 5801. 
1967 691 1, 88665) 1,307 2, hh3 peek 
1968 609 ~ 916 Ze 84546 
1969(prel.) 329 - 778 1,376 2,483 


(a) Includes payment of 50¢ per standard ton by Government of Ontario 
(b) Excludes transition adjustment payment of $60 per acre, a total of 
$967,700; includes special payment of $1.31 per standard ton of 

beets, a total of $367,390 


Source: Canada Department of Agriculture 


As the preceding table indicates, the total subsidy to sugar 
beet production increased very substantially from 1964 on, although 
there was no significant change in sugar beet acreage or production 
after 1964. In part the increase resulted from the lower prices of 
raw cane sugar and in part from higher levels of support which pre- 
vailed. The level of price support (relative to the 10-year average 
base price) increased during the period that the deficiency payment 
program was in effect and, in 1969, the prescribed price was designed 
to guarantee growers a return per ton of beets which was 119 per cent 
of the average return of the preceding ten years (the base price); in 
the period 1958 to 1963, inclusive, the level of support ranged from 
93 to 109 per cent of the base price. The 1970 report of the "Task 
Force on Agriculture" to the federal Minister of Agriculture, in its 
discussion of deficiency_payments, commented "Nor do the above data 
[the deficiency payments/ take account of the large annual losses 
involved in the operation of the Quebec sugar beet refinery, which 
losses are in effect a subsidy to producers". 


Deficiency payments per grower also increased substantially 
during the past decade and averaged over $2,000 per grower in the 
Prairies, in three of the five years, 1964-68. Payments per grower in 
Quebec were much less because of the smaller average acreage and 
production, per grower, in that province. 


te 
Table 75: Deficiency Payments Per Grower, 1964-69 


Year Quebec Ontario Manitoba Alberta Canada 
= | dollars per grower » = 


1964 398 831 aes 1sh91 879 
1965 1ge uD bole 2,595 2,27 Ag 99 
1966 725 bo Oss 2,183 2,186 1,689 
1967 823 eB an 2,368 2,185 1,974 
1968 658 - 1,706 1,870 1,394 
1969(prel.) 408 - 1,389 eon 1,034 


Source: Canada Dept. of Agriculture and Annual Reports of Growers! 
Associations 


There are no recent published data regarding the distri- 
bution by size of beet sugar operations and, therefore, the averages 
given above tend to obscure the variation between the amounts of 
deficiency payment paid to large and to small producers. However, 
the annual report of the Manitoba Beet Growers Association publishes 
a list of growers who obtained the highest yields per acre in each 
crop year, together with the acreage and production of each grower, 
This list was used to make the comparisons shown in the following 
table. 


The return per acre depends entirely on the harvested yield 
in tons. Therefore, the high-yield producers obtained considerably 
higher returns per acre, in all years. In 1967, total returns to the 
large, high-yield producers were 38 per cent higher, and in 1968, 
about 29 per cent higher, per acre, than to the other producers; these 
percentages are the same for returns from the processor and deficiency 
payments. 


Table 76: Returns and Deficiency Payments to High-yield 
Large-average Growers Compared with Average of 


All Other Growers, Manitoba, 1967 and 1968 
1967 1968 
Large a gal Large All 
Growers Other Growers Other 
Acres per grower 1633 Loe]. 188.2 9) 
Tons per acre ear orn bs) LZ), LO7U3 
Tons per grower 831.6 SUE 2,440.6 paling f 
Cash returns per acre dolLvars per acre 
from processor 13533 98.10 Toy. 129.55 
def. payments 64.74 16.93 3902 30.81 
total COO sie LES .03 207.26. 160,35 
Cash returns per grower dollars per grower 
from processor 22,089 4,483 Bl Oe 6,605 
def. payments 10,567 eli 7,493 eowal 
total Be, O56 6,628 39001 Se76 


Source: Report of Annual Meeting of Manitoba Beet Growers Association 
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The differences in amount of federal subsidy paid to 
individual growers is apparent from the table. Although the average 
deficiency payment per grower in Manitoba, exclusive of the large, 
high-yield producers, was $2,145 in 1967 and $1,571 in 1968, the 
latter received an average of $10,567 in 1967 and $7,493 in 1968, 
nearly five times as much as the others. The subsidies received by 
the large, high-yield producers were equivalent to the average gross 
return from 252 acres of wheat in 1967 and 213 acres in 1968. 


In the following table an abstract of the Schedule to the 
Sugar Beets Price Stabilization Order, 1969-70, P.C. 1969-1780, as 
published in the Canada Gazette of October 8, 1969, is provided in 
columns 1 and 2. Colum 3 of the table sets out the difference 
between the 1969-70 prescribed price of $15.98 per ton and the defi- 
ciency payment in column 2; it indicates the level of prices per ton 
of sugar beets which the schedule implicitly assumes that growers 
are expected to receive from processors, on a national average basis, 
for a given level of the London daily price. But, whether or not the 
prices of column 3 are forthcoming from processors when the LDP is at 
the corresponding level of column 1, each producer in each province 
will receive from the Stabilization Board the payment listed in 
column 2, when the London daily price, on an annual basis, weighted 
by sales of beet sugar, is at the corresponding level of column 1. 


Table 77: Relationship of Deficiency Payments to Average 
London Daily Price of Raw Cane Sugar and Implicit 
Payment by Processors, Crop Year 1969-70 


Column 1 Column 2 Column 3 Column 4 
Average Deficiency Prescribed Price % Def. Payment 
LOD) Pe Payment Less Def. Payment(#) of Prescr. Price 
$ per cwt. $ per std. ton of beets per cent 
1,00? — 15.09 finite Gree 48.6 
do pO =—0159 Vaio 8.95 i) 
2.00 -,2.09 6.19 SS) SS i/ 
2D ee Do BA ae: 10465 32 
3.00 -— 3.09 [eee Leek 25.9 
Be50) 359 3.30 12.68 2007 
heOOr=7 209 2.46 13352 156h: 
i 50 = EDD aye a ee TOs 
5.00 - 5.09 Hep) Loe X63 
Bite Stee) OM 15861 2.3 


(a) By implication this amount is expected to be paid by processors, 
on a national average basis 
Note: The prescribed price, as announced, was $15.98 per standard 
ton 


Source: Based on data from The Canada Gazette, Oct. 8, 1969 
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The expectation, on the part of the ASB, that the LDP as 
specified in column 1 of the table would result in the payment by 
processors to producers of prices given in column 3, is based on an 
examination of the relationships between these variables over a series 
of past years. The assumption that historical relationships will 
continue to apply assumes the continuance at the present levels of 
certain factors, of which the most important appear to be the contrac-— 
tual relationships between grower and processor, the ocean freight 
rates on raw cane sugar, the overland freight rates on domestic 
refined cane sugar, the duty on imported sugar, and the cane refiners’ 
margins. 


If the sharing, by Prairie producers, of the net returns for 
beet sugar and by-products were altered, the producers! return per ton 
of beets would be changed. Also, if the freight rates on the movement 
of raw cane sugar to Canada, or on the movement of refined cane sugar 
from Canadian cane sugar refineries to markets normally served by 
Canadian beet sugar were increased, returns to processors and, there- 
fore, to growers, would be higher because beet sugar tends to be 
priced in relation to the laid-down cost of cane sugar in competitive 
markets. 


Similarly, if Canadian refiners maintained their usual pro- 
cessing margins, changes in the rates of duty on raw sugar entering 
Canada would be reflected in changes in the level of returns for sugar 
beets because of the probable effect of the changes on prices of beet 
sugar and, therefore, on returns to the processors in which producers 
share. Accordingly, any changes in the rates of duty, that would 
affect the price of sugar in Canada, would presumably require conse- 
quential changes in the mechanics of operating the price support pro- 
gram, since the changes would affect the payments by processors to 
growers and yet would not affect the level of the LDP, to which 
Canadian deficiency payments are at present related. 


The intent of the deficiency payment program is to guarantee 
the producer a return per ton of beets which bears a pre-determined 
relationship to the average return of the preceding ten years (the 
base price). Because payments are currently specified in a schedule 
of relationships between the LDP and the deficiency payment per 
standard ton of beets, ‘there is no provision for a change in the 
amount of deficiency payment per ton when the actual average payment 
by processors is different from that implicit in the schedule. As 
noted earlier, in recent years this has led to average returns to 
growers which were higher than the prescribed price. 


The sugar beet processor is not protected by the deficiency 
payments against variations in the level of refined sugar prices, any 
change in the level of prices for competitive refined cane sugar in 
the beet factory's market area, whether such changes are brought about 
by tariff changes, freight rate changes, or changes in raw cane sugar 
prices, will normally have a direct impact on prices of beet sugar. 


However, although processors of sugar beets receive no 
direct assistance under the price support program, they are indirectly 
benefited by the program, because it tends to ensure that there will 
usually be a sufficient acreage planted to sugar beets to make the 
operation of beet sugar factories economically feasible. Jn Ontario, 
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of course, the deficiency payment program did not prevent the closing 
of the beet processing plant, but the Ontario situation was compli- 
cated by circumstances which do not appear to exist in the other 
producing areas. 


In Quebec, the beet sugar factory is admitted by its 
management to be equipped with obsolete machinery (Vol. 5, p. 7A4) 
and it has a different form of contract with the growers. The effect 
of the federal deficiency payment program, along with the provincial 
subsidy implicit in the factory's operating losses, has encouraged 
farmers to seek contracts to grow sugar beets. A spokesman for the 
Raffinerie de Sucre de Québec testified that the factory had received 
158,000 tons of beets in 1969, whereas if it had been operating 
according to a normal, 80-day, processing schedule, it would have 
processed only 128,000 tons. (Vol. 5, p. 750, 751); in 1968, the 
unusually large acreage planted coupled with high yields resulted in 
a production in Quebec of 203,606 tons of beets. Thus, the various 
subsidies have encouraged the production of a volume of sugar beets 
in excess of the plant's normal capacity. 


A price support program which operates on a deficiency pay- 
ment basis lets the market price find its own level, thus permitting 
consumers to obtain the benefit of lower prices and of expanding their 
consumption. This is in contrast to other methods of supporting prices, 
which usually involve a minimum price and require governmental purchases 
of the product at the minimum price, in conjunction with some system of 
import controls or high tariffs, in order to maintain market prices at 
the specified minimum. 


The protection of a domestic industry by direct subsidies, 
through deficiency payments, is currently considered preferable to 
guaranteed minimum prices in the economic literature. It is referred 
to as "scientific protectionism" by Prof. H.Hs;onape, in an article in 
"Economica" of February 1963, entitled "Some Effects of Protectionism 
in the World Sugar Industry". Professor Harry G. Johnson also uses the 
term in discussing the subject of sugar protectionism, on pages 265 and 
266 of his study entitled "Economic Policies Toward Less Developed 
Countries"... Professor Johnsonstates thavy ,accordingeco. hissrough 
estimates, "... replacement of the present national systems of protec- 
tion [of sugar/ by deficiency payments (scientific protectionism) would 
increase the export earnings of these /the less developed/ countries by 
about half a billion dollars: ..." 


The Effect of the Customs Tariff 


At the public hearing, both processors and producers of sugar 
beets opposed any change in the level of tariffs either on raw or refined 
sugar. A representative of the producers was asked what he would say to 
the proposition that a larger proportion of the beet producer's revenue 
should come from tax revenues, in the form of subsidies of one kind or 
another and a smaller proportion from the users of sugar, that is, by 
way of prices enhanced by the tariff. The answer was that sugar beet 
growers would not favour such a proposal. (Vol. 5, p. 779) 
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The nature of the deficiency payment program introduces 
difficulties in evaluating the impact of the Customs Tariff on growers 
of sugar beets because of the annual fixing of the prescribed price. 


Superficially, it could be said that returns to sugar beet 
growers would not be affected by a change in rates of duty on sugar so 
long as payments by processors for beets were less, on average, than 
the prescribed price. However, this assumes that the federal govern- 
ment would be prepared to increase the amount of the deficiency payment 
to make up any difference in returns to growers represented by the 
duties on sugar if rates were lowered, that the present scale of defi- 
ciency payments would be reduced to the extent of the change in rates, 
if rates were increased and that the processors would continue their 
present buying policies. Of course, when the average LDP was at a 
level where no deficiency payments would be made and, therefore, when 
payments by processors were expected to exceed the prescribed price, 
producers would be affected to the extent that any rate of duty 
affected the price of sugar and, therefore, returns to growers. 


fhe existing rates of duty on sugar of 96° polarization, used 
for refining, are 28.712 cents, B.P. and $1.28712, M.F.N., per one 
hundred pounds. As is discussed in other sections of: this report, a 
Canadian sugar refiner must pay the B.P. duty of 28.712 cents plus 75 
cents of the $1.00 margin of preference, or a total of approximately 
$1.04 per hundredweight above the London daily price, when he purchases 
sugar for refining. If it required 107 pounds of 96° sugar to produce 
100 pounds of refined sugar, as claimed by refiners, the effect of the 
existing B.P. rate of duty on raw sugar, together with the share of 
the preferential margin paid by Canadian refiners, would be to enhance 
the cost of refined sugar by approximately $1.11 per hundredweight. 
The B.P. rate on refined sugar (sugar whose polarization exceeds 99°) 
under tariff item 13400-1 is $1.09 per 100 pounds, indicating that it 
would make little difference whether the effect of the tariff on prices 
of beet sugar were assessed on the basis of the rates which apply to 
refined instead of raw sugar. 


Some indication of the effect of the tariff on Prairie pro- 
ducers of sugar beets is given in the following table. Although the 
calculations relate to Manitoba, they would apply to Alberta as well 
with only minor changes because of differences in the contracts in the 
two provinces. However, the sugar content of beets, the production of 
beets per acre and the average beet acreage per farm, are different in 
the two provinces and could lead to significant differences in returns 
in particular years. The calculations assume that costs to the proces- 
sor of marketing beet sugar would have been the same as they were in 
the absence of tariff protection and that returns for by-products would 
also have been unchanged. They also assume that refiners are passing 
on the full amount of the tariff and that they would reduce refined 
prices by the amount of the duty if it were removed. 
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Table 78: gentile Deane Effect of the Customs Tariff on 
Returns to Manitoba Producers, for Crops 


Produced in 1967 and 1968 


1967 1968 
Gross return to plant: 
actual, with Tariff $/cwt. sugar 7,997 9,187 
without Tariff y u 6.897 8.087 
Without Tariff 
Sales expenses mn u iy ee .708 
Net return to processor a" " OeE75 Voie ie 
Growers't share of sugar % of net ici) 602756 
$/cwt. sugar BtOLe 4.483 
Growers' share of by- 
products i v Aalilie -097 
Total to grower from 
processor du M S759 4.580 
$ per ton of beets 10.01 10.88 
1967 1968 
Received from Without : Without 
Processor Actual taraii “Dir i, Actual Lary ioe it. 
$ per ton of 
beets 12.04 20, ODS 9703 LAsoL LOVGS "2705 
$ per grower 4, 963 Maa? 836 7? VGA 6 Os a Teo 


(a) Calculated on the assumptions stated in the text 


Of course, the total returns to growers, per ton and per 
farm, would be greater if the deficiency payment were included. In 
1967, the deficiency payment in Manitoba was $5.76 per ton of beets 
and averaged $2,374 per farm; in 1968, it was $3.07 per ton and $1,703 
per farm. However, it is apparent that the effect of the existing 
duties on imported sugar on the amount received from the processor per 
ton of beets is substantial and, in conjunction with a large crop, as 
in 1968, would have a significant impact on returns to growers. 


The above calculations do not, of course, apply to producers 
in the Province of Quebec, who, for the last several years, have been 
assured by the Raffinerie de Sucre de Québec of a return of $13.00 per 
ton of beets, regardless of the factory's returns from sales of sugar 
and by-products. If, however, as is likely, the effect of the tariff 
on returns to the factory is of the order of $2.00 per ton of beets, 
the additional subsidy which the Government of Quebec would have been 
required to pay, to maintain the factory payments to the growers in 
the absence of tariffs on sugar, would have amounted to about $267,000 
in 1967 and $407,000 in 1968. The factory's losses in the two fiscal 
years which correspond most closely to the 1967 and 1968 crop years 
were $1.0 million and $1.2 million, respectively. (Vol. 5, p. 72h) 
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It was noted earlier that there are only minor differences 
in the terms of the contracts of Manitoba and Alberta sugar beet 
growers, but that there may be substantial differences in the yields 
per acre and the sugar content of the beets in the two provinces, It 
was also noted that yields per acre, in Quebec, are generally higher 
than in the two Prairie Provinces but that the nature of the contract 
is quite different in that, for a number of years, the price paid by 
the Provincial Government sugar beet factory has been $13.00 per ton 
regardless of the sugar content of the beets or the gross and net 
returns to the factory from sales of sugar and by-products. However, 
for purposes of rough comparison, it has been assumed that the esti- 
mated effect of the tariff per ton of beets and per acre differs in 
Alberta and Quebec, from that in Manitoba, only by reason of differ- 
ences in sugar content of beets and yield per acre. It is recognized 
that in Quebec the benefit of the existing protection may result 
mainly in smaller deficits to the sugar beet factory rather than in 
direct benefits to the growers but, in what follows, for purposes of 
comparison, it is assumed that the factory would reduce its price to 
gprowersas the prace of sugar declines. 


Table 79: A Rough Comparison of the Estimated Effect of 
the Existing Tariff on Sugar Beet Production, 


1967 and 1968 
Approximate Effect of Tariff Protection 


Per Ton of Sugar Beets Per Acre of Sugar Beets 
Que. Man. Mister Que. Man. potbe, 
$ per ton $ per acre 
1967 oe Cao 1.98 27.65 af or le 25.64 
1968 1.98 2.03 pels S52 20-83 SLO]. 


Costs of Transportation of Sugar as Protection 


In addition to the protection provided by the duties on raw 
and refined sugar, and in addition to the assistance provided by the 
federal deficiency payment program, producers of sugar beets in western 
Canada derive a measure of market protection from their geographic 
location. 


Since it is a matter of pricing policy on the part of the 
management of the western beet factories to price their output at a 
level which will just undersell the landed price of competitive refined 
sugar in their respective market areas, it follows that sugar prices in. 
Manitoba, for example, will normally be higher than those in eastern 
Canada by an amount roughly equal to the freight cost of bringing sugar 
from Montreal to Winnipeg. As of June 1970, according to Tariff 500, 
Item 16210 of the Canadian Freight Association, the freight cost of 
shipping 100 pounds of sugar by rail from Montreal to Winnipeg, in 
lots of 100,000 pounds, varied from $1.51 to $1.59, depending upon 
whether all-rail or some combination of water-and-rail transportation 
was used. Roughly, then, the fact of location can be said to add about 
$1.50 per hundred pounds to the price of sugar in Manitoba, at the 
wholesale level. 
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The impact on sugar beet producers of this "geographic 
protection", of $1.50 per hundred pounds of beet sugar, will vary 
depending upon the actual level of the beet sugar price; this follows 
from the nature of the producer-processor contracts, which allocate 
to the producer a different percentage of the net returns on sugar 
for different levels of net sugar prices. By way of illustration, 
the case of a Manitoba farm producing 50 acres of sugar beets, yield- 
ing 11 tons per acre, in a year when the provincial average sugar 
yield is 250 pounds per ton of beets, may be cited; such a farm would 
receive payment for 137,500 pounds of sugar. Based on the 1969 con- 
tract), Ar the nev return,’ 1.0.0. Tacvory, 107 sueerminad been $8.50 
per hundred pounds, the producer would have received 63 per cent of 
$8.50, or $5.355 per hundred pounds, on his 137,500 pounds of sugar, 
for a farm return from the processor of $7,363. 


Had the $1.50 "geographic protection" not been in effect, 
the f.o.b. factory price of sugar would have presumably been $7.00 
per hundred pounds. In such a situation the farmer would have 
received 60 per cent of $7.00, or $4.20 per hundred pounds, on his 
total sugar production, for a farm return from the processor, for the 
sugar in his total beet production, of $5,775. Accordingly, for a 
reasonably representative Manitoba beet farm, the value of the protec-— 
tion provided by geographic isolation from the sources of refined cane 
sugar production would amount to about $1,588 per farm of 50 acres, 
per year, when beet sugar prices are at $8.50 per hundred pounds. 


If the net beet sugar price, f.o.b. factory, had been lower, 
the impact of geographic situation would be less. If f.o.b. factory 
prices had been $6.50, the grower would have received 59 per cent of 
that price, or $3.835 per hundred pounds of sugar in the beets supplied 
to the factory, for a farm return from sugar of $5,273. The $6.50 in 
this case would also include the element of $1.50 in freight protec- 
tion. Had it not existed, the net price of sugar would have been 
$5.00 per hundred, the farm share again would have been 59 per cent, 
or $2.95 per hundred pounds, and the farm return for the sugar in the 
137,500 pounds of beets supplied would have been $4,056. Similarly 
extended, the value of the freight protection to an average Manitoba 
farmer, when the f.o.b. factory net price of sugar is $6.50, is about 
$1,217. 


In summary, when beet sugar prices, f.o.b. factory in 
Manitoba, fall within the range envisaged in the producer-processor 
contracts in that province, the value to a Manitoba farm of 50 acres 
of the protection implicit in geographic situation ranges from about 
$1,200 to $1,600 per year. 


However, the foregoing statement must be qualified in the 
light of the impact of the price support program. Since, as noted 
elsewhere, that program has the effect of ensuring producers a more 
stable return, so long as the London daily price is below about $5.50 
per hundred pounds, it follows that the effect of freight protection 
on the output of the Manitoba industry, when the LDP is below the 
specified level, will be felt not as an enhancement of the income of 
sugar beet growers, but rather as an increase in the proportion of 
that income paid by the processor, and a decrease in the proportion 
paid by the Government. The freight cost of sugar moving into Manitoba 
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will tend to reduce the cost to the federal treasury of supporting 
the farm price of sugar beets at the specified level. 


The freight cost on competitive sugar moving into Manitoba 
does, of course, redound directly to the advantage of the beet- 
processing factory, in proportion to the factory's share of the net 
i.e,0. Dacvory prace of sugar. 


Substantially the same situation as herein described in 
respect of the Manitoba sugar beet operation would apply to the 
Alberta sugar beet enterprise also, with the modifications that in 
this case the important freight rates to be considered would be the 
rates on refined sugar moving from Vancouver to points in Alberta. 


In Quebec, no "geographic protection" is available to beet 
producers; the output of the Raffinerie de Sucre de Québec mst be 
sold in direct competition with the output of the three cane sugar 
refineries located in Montreal, and of the Saint John refinery which 
sells in Montreal at prices comparable to the Montreal refineries' 
prices. 


In 1967 and 1968, the cost of freight on refined sugar 
shipped from Montreal to Winnipeg was about $1.50 per 100 pounds. 
According to the contracts current in those years and gross and net 
returns to the sugar beet factory, the effect of this cost of freight 
on returns to Manitoba producers was about $2.36 per ton of beets in 
1967 and $2.16 in 1968; per acre, the effect of the cost of freight 
was about $19.89 in 1967 and $22.16 in 1968. The effect of freight 
on returns to Alberta growers would have been about the same per ton 
of beets but, because of higher yields, it would have been of the 
order of $30 per acre in 1967 and $33 per acre in 1968. 


Taking into account both the approximate effects of the 
existing tariff protection and freight, the total protection, of both, 
on returns to growers is shown below. 


Table g9: Approximate Effect of the Protection of Tariffs 
and Costs of Freight on Returns to Growers of 


Sugar Beets, 1967 and 1968 


Per Ton of Sugar Beets Per Acre of Sugar Beets 
Que. Man. Alta. (2) Que. Man. Alta. \@) 
$ per ton $ per acre 
1967 1,22 bed api 27.65 97400 L5.53 
1968 1.98 je, reer eh®. 25 ue h2.99 56.23 


(a) The effect of the cost of freight per ton of beets is assumed to 
be the same as in Manitoba 
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As the previous discussion indicates, distance from alter- 
native sources of supply of sugar provided generally greater protec- 
tion to Prairie growers in 1967 and 1968 than the existing tariff 
items, and the extent of the protection of distance and the tariff, 
taken together, is very substantial. As noted, the output of the 
Raffinerie de Sucre is exposed to the direct competition from Montreal 
refineries. 


Of course, the effects of the, tariff protections whichwas 
available and the cost of freight would have long since been incor- 
porated in the pricing and contractual arrangements respecting beet 
sugar and sugar beets in western Canada. For example, the combined 
effect of the protection afforded by the Customs Tariff and distance 
from competitive supplies on the prices of Prairie beet sugar would 
have had to have been taken into account in the gross return received 
by the beet sugar factories, and this in turn would have affected the 
net return schedule specified in the contracts between the beet sugar 
factories and the sugar beet growers. 
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SUMMARY 
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The sugar of this Reference, in its chemically pure forn, 
is known as sucrose and is described by the formula C72H2203];3 
composed of hard, white, dry crystals, it has a sweet taste, is 
odourless and is soluble in water. 


Commercially, such sugar is extracted or produced either 
from sugar cane, a plant grown only in the warmer climates, or from 
the sugar beet. 


Throughout this Report, the term sugar, used without quali- 
fication, designates only the sugar known as sucrose. 


Beyond sugar itself, raw or refined, the Reference encom- 
passes such allied goods as liquid sugar, invert sugar, syrups of 
sugar cane or sugar beet, molasses powder and shredded sugar cane. 
Clearly outside the scope of the Reference are such products as maple 
sugar, maple syrup, honey, glucose, glucose syrup, corn syrup and 
‘those chemically pure sugars classified in tariff item 92943-1. 


One submission made to the Board suggested the existence, 
among certain sugar interests, of a cartel or conspiracy in contra- 
vention of the Combines Investigation Act or the Criminal Code. The 
Board deemed any finding relating to such a contravention of either 
law to be beyond its jurisdiction and within that of other agencies, 
tribunals or courts; indeed, at the opening of the public hearings it 
made its views on this score known to all parties (Vol. 1, pp. 23 to 
27); at the same time it also made it clear that it was interested in 
all the circumstances surrounding the trade and commerce in sugar for 
the purpose of its own inquiry; it specifically stated its interest in 
facts revealing the degree and character of competition or the stifling 
or absence of competition in relation to the issues properly before the 
Board (Vol. 1, pp. 28-9). The Board's interest in such matters is 
related to its own inquiry and not to any finding related to any pur- 
ported contravention of any law of the land. 


Canadats domestic sugar industry consists largely of six 
refineries which refine imported cane sugar and four beet sugar 
factories which make sugar from domestically grown beets. These ten 
industrial plants are controlled by only six corporate interests. 


The six cane refineries and the corporations which operate 
them are: (1) Atlantic Sugar Refineries Co. Ltd., "Atlantic", at 
Saint John, N.B.; (2) St. Lawrence Sugar Limited, "St. Lawrence", at 
Montreal; (3) Cartier Sugar Limited, "Cartier" (owned to the extent 
of over 90 per cent by Steinberg's Ltd.), at Montreal; Canada and 
Dominion Sugar Company Limited, "C. & D." (owned to the extent of over 
56 per cent by Tate & Lyle Limited of England, with a refinery (hk) at 
Montreal and another (5) at Toronto; (6) British Columbia Sugar 
Refining Company Limited, "B.C. Sugar", at Vancouver. 
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Of the four beet sugar factories, three are operated by 
wholly owned subsidiary companies of B.C. Sugar: (1) Canadian Sugar 
Factories Limited at Taber, Alta; (2) Canadian Sugar Factories Limited 
at Picture Butte, Alta; (3) Manitoba Sugar Company Limited at Winnipeg, 
Man.; (4) the fourth is operated at St-Hilaire, Que., near Montreal, 
by the Raffinerie de Sucre de Québec, an agency of the provincial 
Government. 


Some of the companies engage in other industrial enterprises 
in addition to sugar. ©. & D. has acquired the Daymond group of 
companies to produce processed aluminum and plastic products; Atlantic, 
through subsidiary companies, is engaged in the production of wood pulp 
and the taking and processing of groundfish and tuna; B.C. Sugar is 
engaged in the production of folding cartons and corrugated boxes. 


The domestic sugar industry is a capital-intensive industry. 
It employs some 3,000 persons and pays salaries and wages in excess of 
$20 million annually. 


Refined, white, granulated sugar is the most important 
product of our refining industry: nearly 75 per cent of the quantity 
and value, in 1969, of the total output of sugars and molasses. To be 
sold as "sugar" the product mst be at least 99.8 per cent sucrose 
under Canadian regulations. The brown or yellow soft sugars are 
largely a Canadian specialty; but beet sugar factories do not produce 
soft sugars and two of the cane refineries do not: (CG. & D. at Toronto 
and Cartier. The soft sugars mst contain at least 90 per cent sugar 
and invert sugar; in 1969, soft sugars accounted for six per cent of 
the total domestic output of sugars. Invert sugar, obtained by the 
hydrolysis of sugar (sucrose), consists of equal parts of glucose and 
fructose nearly always sold in-liquid form either alone or ina 
mixture with liquid sugar. Liquid sugar is merely sugar dissolved in 
water. Both components of invert sugar -- glucose (dextrose) and 
fructose (levulose) -- are "reducing sugars". Golden syrup or refinerst 
syrup contains a mixture of sucrose and invert sugar; it is manufactured 
in Canada only by B.C. Sugar in Vancouver but such a syrup made by Tate 
& Lyle Limited of Britain is marketed in Canada by CG. & D. 


Molasses for human consumption is usually qualified by a word 
such as "table", "fancy" or "Barbados"; it is not produced in Canada. 
Inedible molasses, a by-product of sugar production, is made in Canada 
and used for animal feeds or in the production of yeast or alcohol; 
this molasses is usually qualified by a word such as "refiners' ", 
"blackstrap", "cooking" or "beet"; negligible quantities of inedible 
molasses may sometimes be consumed as a "health" food. 


Raw sugar accounts for some 70 to 90 per cent of operating 
costs of the cane sugar refineries, depending on world prices of raw 
sugar. Because of this circumstance, the "refiner's margin" is a 
significant measure of the industry's performance; the refiner's margin 
is taken to be the difference between the refiner's selling price of 
refined sugar and the cost of an equivalent amount of raw sugar. 
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Omitting the cost of raw sugar, the average operating costs 
of our refineries rose from $1.31 in 1966 to $1.38 in 1969 per one 
hundred pounds of all refined products. The Montreal refineries have 
higher operating costs than the others; variations between individual 
refineries reach as much as $1.00 per one hundred pounds. There 
appears to be little relationship between unit costs and mere volume 
of output. 


Beyond the foregoing operating costs, overhead costs and 
profit are the other elements entering into the refiner's margin. In 
1969, the Canadian refiners' margin was $3.80 per one hundred of 
refined products, broken down into total costs of $2.37 (including 
operating costs of $1.38) and profits of $1.43. However, there were 
significant variations; for instance, the profit element for the 
Montreal refiners was $0.98 and for the others $1.77, per 100 pounds 
of refined products. Unit costs are not closely related to profits 
or margins and the same is true of costs and profits. 


Canada's market for refined sugar is about two billion 
pounds annually, valued at about $150 million; of this total, only 12 
to 14 per cent is beet sugar. Imports are quite negligible, less 
than one per cent, and exports are in the neighbourhood of only two per 
cent. Per capita consumption is about one hundred pounds annually. 
Of the domestic consumption, about 60 per cent is industrial use and 
about 40 per cent is household or institutional use. In recent years, 
there has been a distinct increase in the use of liquid and of invert 
sugar for industrial purposes; on the other hand, the consumption of 
soft or brown sugars has fallen by almost one half. 


The cost of shipping liquid sugar. per unit weight of con- 
tained sugar, is such that a Montreal refiner like St. Lawrence, ships 
its granulated sugar to Toronto for liquefaction and distribution 
there. 


Competitive products to which the Board's attention was drawn 
comprised: (1) glucose (corn syrup) and dextrose (corn sugar), (2) 
non=-nutritive chemical sweeteners such as cyclamates and saccharin, 

(3) food alcohols such as sorbitol or mannitol, (4) fancy molasses and 
(5) honey. Little information was available on the degree of their 
competitiveness; in part this is because many of these products are 
used as sweeteners for special reasons or properties where sugar would 
not be used in any event. 


Canadian refiners are yeing more and more raw sugar of high 
polarization, ordinarily between 97° and 99°. Above 99° under the 
B.P. Tariff and above 98° under the M.F.N. Tariff, there is a sharp 
increase in rates of duty which tends to keep Canadian imports -- 
almost all from B.P. countries -- below 99°. Sugar purchase contracts 
usually protect the Canadian buyer by transferring to the seller the 
cost of the additional duty if the sugar exceeds the usual specified 
maximum polarizations of not more than 99° for B.P. sugars and not 
more than 98° for those of M.F.N. origin. 


Canadian refiners buy their raw sugar thorugh sugar brokers; 
the brokers in Canada operate branches of international brokerage 
offices. According to the evidence there is no corporate relationship 
between the brokers and either the Canadian refineries or their 
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suppliers of raw sugar. Beyond bringing seller and purchaser together 
the broker often plays a role in obtaining shipping space. 


For raw sugar, the Caribbean area is treated as a world 
price-basing point. Caribbean sugar is traded on the New York and 
London sugar exchanges, but for Canadian refiners, the more important 
price is usually the London Daily Price, "LDP", a price calculated 
each day by London sugar brokers for Caribbean raw sugar, c.i.f. 
London; adjustments are made, of course, to take into account differ- 
ences in freight rates to Canadian destinations. 


Partly as a result of the existing preferential margin of 
$1.00 per 100 pounds on sugar of 96° of polarization from B.P. sources 
a premium, currently about 75 cents per 100 pounds, is added to the 
free market price (the LDP) which makes its cost about 25 cents less 
per hundred pounds than that of M.F.N. sugar inclusive of duty. There 
have been instances also of discounts of 25 to 30 cents on M.F.N. raw 
sugars entering Canada. Differing freight costs to different Canadian 
ports also affect the cost to the refiner. 


The pricing of refined sugar by Canadian refiners and beet 
sugar factories is characterized by some rather unusual features. 
Montreal and Saint John are basing points and their base prices for 
granulated white sugar are typically equal; prices at Toronto, another 
basing point, are 20 cents higher per 100 pounds than at Montreal and 
Saint John. At Vancouver, prices are ordinarily about 10 cents per 
100 pounds higher than at Montreal, but may be as much as 25 cents 
higher or 10 cents lower. 


By a system of freight equalization, suppliers offer sugar 
at delivered prices equal to the base price plus freight from the 
base point with the lowest total cost to the purchaser. As a result 
of the Maritime Freight Rates Act, it is, of course, cheaper to ship 
sugar from Saint John to Montreal than from Montreal to Saint John. 
Because list prices at Toronto are higher by 20 cents per 100 pounds 
than at Montreal and Saint John, refineries at the latter locations, 
when shipping to Toronto, need only absorb the freight cost to Toronto 
to the extent that it exceeds 20 cents per 100 pounds. The rail 
freight to Toronto from Montreal exceeds 30 cents and from Saint John, 
40 cents per 100 pounds, so it seems clear that the existence of the 
refinery in Toronto benefits the consumers in the area. 


It is, of course, true that there is an additional cost in 
shipping raw sugar for refining to Toronto instead of Montreal -- some- 
thing of the order of eight cents to 114 cents per 100 pounds. The 
Toronto-—Montreal price differential for refined sugar thus appears to 
be larger than the additional cost of shipping the raw sugar to Toronto 
and appears to have been based upon the cost of shipping refined sugar 
from Montreal to Toronto, The Toronto refinery, owned by C. & D., is 
competing with the refiners in Montreal and, indeed, Saint John. 


The Saint John refinery, apart from certain domestic freight 
rate advantages, has further advantages in ocean freight rates on raw 
sugars amounting to some four cents to six cents per 100 pounds of 
refined sugar and lower wage rates equivalent to about five cents per 
100 pounds. In such circumstances it might be expected that the base 
price in Saint John would be lower than it is in Montreal, but this is 
not so. 
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It thus seems that base prices or list prices may be 
related to considerations beyond mere production costs. 


Though soft sugars are not produced in Toronto, their prices 
are subject to the same 20-cent differential compared to Montreal and 
Saint John. 


Vancouver is the basing point for the three westernmost 
provinces; in Manitoba there is a discount of 15 cents per 100 pounds 
on beet sugar although in Alberta beet sugar prices appear to be 
priced in direct relation to cane sugar prices. In the result, sugar 
prices are highest in some areas of Saskatchewan, declining both to 
east and west. Western prices, apart from those in Manitoba, appear 
to be related to Vancouver prices plus freight. Throughout the West, 
sugar is supplied by one supplier only: B.C. Sugar with its cane 
refinery in Vancouver and its subsidiary beet sugar companies in 
Alberta and Manitoba; however, some small quantities of eastern cane 
sugar are sold in Manitoba. 


Table 21 shows the gross returns to the producer at certain 
selected centres in the West; it indicates higher returns for Alberta 
beet sugar from Alberta's western border to Regina and Saskatoon than 
would be available to the Winnipeg or Vancouver plants; it also indi- 
cates that beet sugar is unlikely to supply the British Columbia market 
except in very unusual circumstances; indeed, within the Prairie Prov- 
inces it appears that the beet sugar factories would receive a substan- 
tially higher gross return than the Vancouver refinery. 


Basic list prices for sugar are for 100-pound paper bags of 
white granulated sugar and the prices of refiners' other sugar products 
are established by differentials relative to this price. On any given 
date, all refiners selling sugar east of Manitoba normally have the 
same list prices for the same products at any one location. 


The basic refined sugar price is related at any moment to 
the LDP for "free market" sugar by means of a formula. Only St. Law- 
rence revealed its formula publicly but it does not appear that the 
other refiners! formulae differ in any important ways. The formula 
involves the LDP (the price of raw sugar, c.i.f., London, England) 
adjusted for polarization, freight, duty, preferential premium, hand- 
ling costs and yield of refined sugar. On January 16, 1970, this was 
$5.162 per 100 pounds at Montreal compared with a list price of $8.085 
($8.250 less a two per cent discount for early payment) per 100 pounds 
for refined sugar at Montreal, thus establishing a refiner's margin of 
$2.923 on that day. 


In pricing, the eastern refiners appear to follow the leader- 
ship of C. & D.; the other refiners assume that the refiner's margin 
in the formula used by C. & D. will remain constant in the short run 
and thus can foresee with accuracy changes in C. & D.'s prices. The 
other companies thus really derive their margins from C. & D.'s list 
prices rather than using their own particular margins to determine 
their own particular prices. It would seem that, even for refiners 
selling at the same price in the same market, each margin should be 
different in the absence of the inacceptable assumption of identical 
costs for raw sugar in each refinery. Nevertheless, the pricing policy 
of all refiners assumes identical refiners' margins across the board; 
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consequently, it would appear that profits should reflect variations 
in efficiencies or other factors which, elsewhere, might also be 
apparent in price competition. 


With a price "leader" and price "followers" in such circum- 
stances, cost-saving innovations by a follower would accrue entirely 
to the innovator without benefit to his customers in lower prices. 


Table 24, which compares refiners’ margins in Canada, the 
U.S.A. and Britain, over the last ten years, shows the Canadian 
refiners't margin to have been $2.68 on the average, an average excess 
of 29 cents over that in the U.S.A. and 68 cents over that in Britain. 
The wider Canadian margin represents the additional cost to Canadian 
purchasers because of the Canadian refiners! greater costs or greater 
profits per 100 pounds of refined sugar. 


In recent years, total annual shipments of granulated cane 
sugar have been about 1,340 million pounds; in 1970, the Canadian 
refiner's margin exceeded that in the U.S.A. by 38 cents and that in 
Britain by 99 cents per 100 pounds. The relationship of the figures 
for 1970 suggests a total additional cost to Canadian buyers of about 
$5 million relative to U.S. refiners and about $13 million relative to 
British refiners. These differences appear possible only in a market 
protected by internal institutional factors, duties on refined sugar, 
transportation costs of competitive supplies or any combination of 
such factors. 


The variations in individual margins suggest unusually big 
differences in levels of costs and profits in an industry without 
failures for decades and two new entrants in recent years, in spite 
of a large excess of refining capacity even before the new plants were 
established; one of the two was a new plant of an established refiner. 
This additional capacity exceeded that of the Ontario beet sugar 
factory which was closed in 1968. 


In a competitive market with small profit margins, high cost 
companies might be expected to incur significant losses upon occasion; 
such a situation could develop for the three refineries at Montreal 
and the one at Saint John. For the Vancouver refiner, the only competi- 
tion is that of potential imports which the existing rates of duty make 
unlikely. The Toronto refinery enjoys a protection from domestic com- 
petition arising out of costs of transportation, a protection, however, 
less than that of the Vancouver refinery. 


The fact that the Canadian refiners' margins are consider- 
ably higher than those of refiners in the U.S.A. and Britain is sug- 
gestive of a relatively high measure of protection from a combination 
of circumstances: a relatively high level of duties in the Customs 
Tariff, the existence of non-tariff barriers such as the regulations 
requiring that only "sugar" be used in the processing of certain 
products, insulation from competition arising out of transportation 
costs, institutional factors involved with stocking, financing and 
distributing a variety of package sizes for several kinds of product, 
or some combination of these various circumstances. 
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The costs, returns, refiners’ margins and profits show wide 
variations regionally and even individually where operations are in a 
more or less homogeneous market area. 


Many of the circumstances of the industry suggest that there 
is perhaps not as great a degree of competition as might be desirable 
in the public interest. The practice of pricing by formulae not 
necessarily directly related to competitive market situations together 
with basing point prices accompanied by freight equalization may tend 
to excessively high margins, rigidities of prices and area differen- 
tials comforting to each producer. 


Table 28, comparing the financial performance of the industry 
with that of other industries, appears to confirm that greater competi- 
tion could have beneficial effects; indeed the profit ratios of the 
sugar refiners exceed, by a wide margin, the average of all manufac- 
turing industries in every year and with respect to each of the four 
indicators in the table. 


As a percentage of sales, profits appear high for an industry 
selling an undifferentiated, low-cost product in large volume. The 
published annual reports of the three biggest refiners show substantial 
profits in almost every year since 1960 and no losses. 


Neither imports nor exports of refined sugar have been a 
significant market factor in Canada over the last quarter century. 
Over the last twenty years imports have been less than one-half of 
one per cent of consumption most of the time, have exceeded one per 
cent in only five years and, in the year of largest imports, amounted 
to only 2.4 per cent. Imports are in bags of about 100-pounds, 
presumably for industrial use. 


For commercial reasons, exporters of raw sugar to Canada 
appear to be reluctant to compete in the Canadian market for refined 
sugar. The most probable sources of import competition in refined 
Sugar at present are, among B.P. countries, Britain, and, among M.F.N. 
countries, European countries. The figures in the Report indicate 
that British refined sugar would be only marginally competitive in 
Montreal. The cost of insurance and freight affords Canadian refiners 
a greater element of protection than do the B.P. rates of duty on 
refined sugar. 


At the hearing some apprehension was expressed about poten- 
tial competition in refined sugar from Cuba -- a competition which has 
existed in the past but not in recent years. A calculation of the 
landed price of such sugar, assuming a Cuban refiner's margin of $2.00, 
the margin which prevailed in Britain in 1970, would still allow the 
Canadian refiner an advantage of 67 cents per 100 pounds. Beyond this 
there are other protective factors: risk of price change between time 
of purchase and of delivery, costs of delivery, storage, handling and 
financing. 


It seems that the rates of duty on refined sugar and the 
distance of Canadian markets from potential foreign suppliers provide 
Canadian refiners with considerable protection. This is confirmed by 
the large existing refiner's margin, the high returns of refiners, 
the excess capacity of the refining industry and the extremely large 
proportion of domestic consumption supplied by the domestic industry. 
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Canadian refiners also have an advantage as suppliers of 
the domestic market arising from the variety of services they provide 
such as the assurance of continuity of supply, the provision of con- 
tracts with fixed prices over a period, rapid delivery, credit terms, 
technical advice, assurance of a high degree of quality and the avail- 
ability of liquid sucrose and invert sugar alone or in mixtures. An 
additional advantage is the reluctance of raw sugar suppliers to 
compete against buyers so important to them. 


Our important imports are in the field of raw sugar. Of 
our total consumption of some two billion pounds of refined sugar, a 
little over one-quarter of a billion pounds is domestic beet sugar, 
the remaining 17 billion pounds being sugar refined from imported raws. 
Throughout the last decade Canada has imported over 90 per cent of 
her raw cane sugar from B.P. countries. Of the sugar imported under 
the M.F.N. Tariff, largely for purposes subject to drawback of duty 
Cuba has supplied close to 85 per cent in recent years. Our total 
imports are now about one million tons annually. Canada is the world's 
second largest importer of free market sugar, after Japan, and accounts 
for some 15 per cent of the world's free market sales. 


Over the last decade, the Commonwealth Caribbean countries 
have supplied less and less to the Canadian market; originally they 
supplied three-quarters of our B.P. imports; from 1950 to 1964, the 
average volume of B.P. Caribbean imports was some 300,000 tons; since 
then it has declined and, in 1970, had fallen to only 53,000 tons or 
only some six per cent of the B.P. total. Over the last dozen years 
Australia and Mauritius have increased their exports to Canada and, 
since 1960, the Republic of South Africa has been assuming more and 
more importance; in several recent years it has been Canadats largest 
single supplier of raw sugar. 


For the Commonwealth Caribbean countries, the more attractive 
prices of the Negotiated Price Quotas under the Commonwealth Sugar 
Agreement and of the quota sugar under the U.S. Sugar Act have 
attracted their exports to Britain and the U.S.A. Also, production 
in the Caribbean countries has not been increasing, though domestic 
consumption has. In the result, Canada has become a market of dimin- 
ishing importance: for these: sountries:. 


Although prices under the Commonwealth Sugar Agreement and 
the U.S. Sugar Act have also attracted increasing imports from all 
other B.P. countries, except South Africa, the premium paid by Canadian 
refiners on B.P. imports of raw sugar has made Canada the most attrac- 
tive destination for the large supplies of free market sugar available 
from these countries. 


International prices for raw sugar are based on 96° of 
polarization with a premium in price for higher polarization. Canadian 
imports now tend to be of polarizations in excess of 98°. 


The existing duties on raw sugar of 96° of polarization 
provides a preferential margin of $1.00; of this $1.00, the B.P. 
supplier currently receives about 75 cents. From Table 40, it appears 
that the premium paid by Canadian refiners generally makes Canada a 
more attractive destination than any other country for free market raw 
sugar from B.P. sources. The calculations in Table 42 indicate that a 
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premium of as little as 50 cents per 100 pounds on sugar of 96 of 
polarization would give higher f.o.b.s. returns to B.P. exporters on 
sales to Canada than on sales to other purchasers of free market sugar; 
for areas beyond the Caribbean, freight cost adjustments may affect a 
substantial part of the higher f.o.b.s. return. 


The 75 cents of premium on B.P. sugar prices makes this 
sugar unattractive to importers entitled to drawback of duty on 
exported products: the premium is not part of the duty and therefore 
not subject to drawback. In consequence, Canadian exporters of sugar- 
containing products prefer to use sugar made from M.F.N. raws where 
almost all the cost of the raws in excess of the LDP-based price is 
in duty and therefore subject to drawback. 


As a commodity of trade, in both international and domestic 
markets, sugar is subject to an unusual number of influences extra- 
neous to the ordinary pressures of the market place. In almost no 
country of the world is the production or sale of sugar dependent 
primarily on usual economic circumstances and few products, if any, 
are more regulated or more subject to political considerations. Many 
governments have developed domestic sugar industries by means of 
subsidies, tariffs, quota systems and other devices; others have 
entered into special arrangements with former colonies; some are 
parties to a variety of bilateral or multilateral agreements the 
purpose of which is to modify the effects of free market forces. 


The most important special agreements or arrangements are 
the International Sugar Agreement, the Commonwealth Sugar Agreement, 
the Canada-West Indies Trade Agreement, the General Agreement on 
Tariffs and Trade, and the U.S. Sugar Act. In addition, there are 
Special arrangements between Cuba and Socialist countries. 


The current International Sugar Agreement, "ISA", to which 
Canada is a party, has as its other signatories most of the important 
countries which export or import sugar; notable exceptions are the 
U.S.A. and the European Common Market. By the Agreement, Canada is 
bound not to provide incentives to sugar production beyond a level 
representing 20 per cent of domestic consumption; currently Canada's 
sugar production -- beet sugar -- accounts for only 12 to 14 per cent 
of domestic consumption; thus, at present levels of consumption, our 
beet sugar production could be increased by 43 to 67 per cent within 
this limitation. By a complicated series of restraints on importers 
and exporters, the Agreement is designed to raise the level of inter- 
national trade, maintain stable prices, remunerate producers reason- 
ably, provide adequate supplies and ensure adequate participation for 
developing countries in the markets of developed countries. The 
Agreement regulates the volume of permitted exports and purchases 
from non-members when the prevailing price is within the range of 3.25 
to 5.25 U.S. cents per pound. When the prevailing price is at or 
below 3.25 U.S. cents per pound, the quotas of exporting members may 
be reduced by 15 per cent and importing members are prohibited from 
purchasing sugar from non-members. When the prevailing price exceeds 
6.5 U.S. cents per pound, suppliers are committed to supply certain 
quantities of sugar to their traditional customers at 6.5 cents. All 
countries from which Canada ordinarily imports raw sugar are members 
of the Agreement. 
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The International Sugar Agreement may be expected to have 
much more influence on the price at which Canada buys raw sugar than 
on the availability of our sugar supplies from our present sources. 
Because of the substantial margin between the British Preferential 
Tariff and the Most-Favoured-Nation Tariff, Canada's raw sugar 
purchases are limited, in practice, mainly to B.P. countries almost 
all of which are exporting members of the ISA. 


The Commonwealth Sugar Agreement, "CSA", is one between 
Britain and a number of sugar industry associations in Commonwealth 
countries which export sugar to Britain. Though not a party to the 
CSA, Canada is affected by it. Under the Agreement each exporting 
member is assigned an Overall Agreement Quota, "OAQ", within the 
Commonwealth, as well as a Negotiated Price Quota, "NPQ"; the NPQ is 
a quota on exports to Britain to which certain negotiated prices apply 
"in order to provide reasonably remunerative prices to efficient pro- 
ducers"; these prices have ordinarily been substantially higher than 
world prices on the free market. Though Canada is not a party to the 
CSA, article 3 of the Agreement provides that, "subject to market 
considerations", the parties to the Agreement will give priority to 
sales of Commonwealth sugar to Canada and make sugar available to 
Canadian refiners; the quoted reservation is so limited that it gives 
little assurance to Canadian refiners when world supplies are short. 
It does seem that Canada's assurance of supplies of B.P. sugar arises 
more from market considerations than from the CSA to which Canada is 
not a signatory. 


The Sugar Act of the U.S.A. is, of course, domestic legis-— 
lation of a foreign country; however, since the estrangement between 
the U.S.A. and Cuba, the Act has had a significant impact on the 
sources of our raw sugar. Cuba had been a major supplier of raw sugar 
to the U.S. market and ceased to be such; Commonwealth sugar exporters 
which had had virtually no share in this market became important sup- 
pliers after 1960; to this extent Commonwealth supplies available to 
Canada were reduced. The Act establishes quotas for raw sugar imports, 
allocating the domestic market between foreign and domestic suppliers; 
those quotas are purchased at prices which are usually substantially 
above those prevailing in the free market. 


Failing exceptionally high world prices for sugar, both 
Great Britain and the U.S.A. pay higher prices for their quota sugar 
imports than the prices prevailing in the world's free market. In 
consequence they are more attractive to the sugar exporters which are 
allotted quotas than is the free market. As a result, during the period 
1960-69, Commonwealth Caribbean suppliers filled their quotas under the 
CSA and U.S. Sugar Act but, because of inadequate supplies, allowed 
their exports to Canada to drop by more than one-third. 


The Canada-West Indies Trade Agreement provides for a prefer- 
ential margin of $1.00 per 100 pounds for sugar of 96° polarization; 
the B.P. rate is $0.29 as opposed to $1.29, M.F.N., or about 23 per 
cent of the M.F.N. rate; this margin is, of course, applicable to all 
B.P. countries. As the result of discussions between Canada and the 
West Indies, outlined in greater detail in the Report, in 1967, Canada 
began paying to the West Indian Governments sums of money substantially 
equivalent to the duties collected on sugar received from their terri- 
tories. Because Caribbean supplies to Canada are diminishing, so are 
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these payments. At the time of the hearings and shortly thereafter, 
some views of considerable inaccuracy appeared to be held concerning 
the nature and purpose of these arrangements. The diminution of 
Caribbean supplies of sugar for export to Canada appears to be due to 
higher priced alternative markets and increased domestic consumption 
unaccompanied by increases in production. The Board is aware of a 
number of difficulties and problems in the West Indies and it is 
sympathetic and well-disposed to these countries. However, in a 
reference of this nature it deems recommendations on the question of 
forms of aid or assistance to them to be beyond its terms of reference, 
although the Board may make recommendations on the preferential rates 
of duty or on the existence or extent of the British preferential 
margin. 


Canada also has trade agreements with Australia and with 
South Africa which extend to them the rates of the British Preferential 
Tariff; the agreement with Australia also binds the British Preferen- 
tial rate and margin on certain sugars exceeding 98° but not exceeding 
O92 oF polarization. 


It should perhaps be noted here that the Republic of South 
Africa enjoys the benefits of the British Preferential Tariff on 
sugar and molasses; it is the only country outside the Commonwealth to 
enjoy these benefits and the only country enjoying such benefits with- 
out the benefits of the CSA. Because South Africa has only a small 
quota for export to the U.S.A., because Canada's imports from the West 
Indies are diminishing and because Canada is the principal premium- 
priced market for South Africa, the sugar trade between the two 
countries is of increasing importance to both. 


Under the General Agreement on Tariffs and Trade, Canada 
has reserved the right to revise the wording of tariff items 13400-1 
and 13500-1 but undertook that the overall incidence of duties would 
not be higher than that in effect on lst July, 1939. 


Tariff Considerations on Sugar 


In volume and value of imports, tariff item 13500-1 is, of 
course, the most important one in the Reference. For imports of raw 
sugar the most important range of polarizations is that of 96° and 
higher. This item is considered jointly with tariff item 13400-1. 


Both tariff items 13400-1 and 13500-1 contain a colour 
criterion related to the Dutch standard -- a former colour standard 
which has long been obsolete. It is not surprising that there was 
agreement to eliminate this mere ghost of the past from the Tariff. 
However, like all demises, that of the Dutch standard brought conflict 
as to its successor. The principal concern of the refiners was to 
ensure that sugars of lighter colour should continue to be dutiable at 
high rates when not imported by the refiners themselves because they 
were apprehensive that such sugars would compete with the refiners! 
products in industrial use. 
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Tariff Item 13500-1 


Several refiners originally proposed different maximum 
percentages of sulphated ash to replace the Dutch standard; however, 
later, there was general agreement among them rather to divide sugar 
imports for tariff purposes into sugar of 13500-1 "when imported or 
purchased in bond in Canada by a recognized sugar refiner for refining 
purposes only, under such regulations as the Minister may prescribe" 
and sugar of 13400-1 "of whatever kinds, grades or standards, n.o.p." 


The mere change in words would have the effect of establish- 
ing considerably higher rates for sugars not exceeding No. 16 Dutch 
standard, now in tariff item 13500-1, by making them dutiable under 
13400-1 unless imported by refiners. Though no one objected to remov- 
ing the Dutch standard from the tariff, there was lively debate con- 
cerning the consequential changes in rates. The sale of the darker 
sugars in Canada for such purposes as meat packing, canning, and 
animal feeds can hardly be thought to reach two million pounds or 0.1 
per cent of Canada's sugar consumption. Beyond this consideration, it 
is to be noted that, with the exception of sales to the wineries, the 
Canadian refiners are the domestic vendors of these darker, unrefined 
sugar. 


For raw sugars to be used by refiners, most of the eastern 
refiners proposed, under the B.P. Tariff, free entry up to 99° of 
polarization and $1.09 per 100 pounds over 99° of polarization; for 
the M.F.N. rates on the same sugars, their proposals for sugar at 96 
varied from 60 cents to $1.00 per 100 pounds and for sugar at 99°, 
from 63 cents to $1.15966 per 100 pounds, considerably less than the 
existing rates and also at a level which, in most proposals, would 
reduce the existing preferential margin. For the M.F.N. rates on such 
raw sugar exceeding 99° of polarization, they generally sought sharp 
increases to $1.89, but not nearly so sharp as on equivalent B.P. sugar, 
thus again decreasing the preferential margins. To this general rule 
St. Lawrence was an exception, proposing rates per 100 pounds in the 
neighbourhood of five cents for B.P. sugars and in the neighbourhood 
of 80 cents for M.F.N. sugars. In its proposals for the M.F.N. sugars, 
C. & D. sought higher M.F.N. rates than the others in order to preserve 
the existing preferential margin. 


B.C. Sugar and its subsidiary producers of beet sugar, the 
Raffinerie de Sucre de Québec and the beet growers groups all sought 
continuation of the existing rates, both B.P. and M.F.N., under tariff 
items 13400-1 and 13500-1. 


The Canadian Industrial Sugar Users' proposal had the virtue 
of simplicity: free entry for sugars and syrups under all Tariffs. 
The Consumers Association of Canada sought free entry for raw sugar 
under the B.P. Tariff and reductions under the M.F.N. Tariff which 
would not alter the existing effective margin of preference enjoyed by 
the B.P. suppliers. 


The suppliers of B.P. sugar predictably sought no change in 
the margin of preference unless it were by way of increase. The 
Caribbean suppliers naturally sought no changes that would affect the 
aid currently provided under the misleading label of "rebate". 
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Our main M.F.N. supplier, Cuba, equally predictably, sought 
easier access to our markets by the elimination or reduction of exist- 
ing preferential margins. 


Mr. R.W.M, Austin made certain proposals for a "National 
Sugar Policy", eliminating most of the existing duties, introducing 
import quotas, further encouraging beet sugar production to the maxi- 
mum agreed under the International Sugar Agreement and urging the 
establishment of small cane-and-beet plants spread across the country. 
It is far from clear to the Board that the Minister's letter of refer- 
ence encompasses recommendations on all of Mr. Austin's proposals. 
However, the Board has examined them carefully and in those areas in 
which it deemed its recommendations to be sought, it has made its 
recommendations in the light of Mr. Austin's proposals, of all the 
other proposals and of the evidence before it. 


Tariff Item 13400-1 


The rate proposals of the refiners for.revised item 13400-1, 
broadly to cover sugar not going to the refiners, generally involved 
little change in rates except for the proposal of 5t. Lawrence which 
urged rates of $1.09, B.P. and $1.62, M.F.N. per 100 pounds, regardless 
of polarization. 


The Industrial Users sought free entry and the Consumers! 
Association urged serious consideration of reductions to prevent any 
inenease fin or preferably «to. decrease the effective protection accorded 
Lo the *refhiners. 


The effects of these proposals are varied. 


Under the existing B.P. rates of items 13400-1 and 13500-1, 
industrial users can save as mich as 77.36 cents per 100 pounds by 
using sugar not exceeding No. 16 Dutch standard; under the proposals 
of most refiners, they would have to pay some 75 cents more for such 
sugars. 


The proposals of Atlantic, ©. & D. and Cartier would place 
a clearly prohibitive B.P. rate on sugars exceeding 99° of polarization; 
they could also involve very high penalties, under the purchase con- 
tracts, on suppliers exporting sugars of such polarization. Up to the 
present, the industrial use of such sugars has not exceeded two million 
pounds annually, perhaps because even under the existing lower rates, 
the refiners themselves are the vendors of such sugars. 


The refinerst proposals for high protection on sugar imported 
by others than themselves reveal a considerable apprehension lest their 
present security be troubled; the pattern of change resulting from 
these proposals is similar, with the same marked increases in net pro- 
tection for the refiners. 


The proposals of the Industrial Sugar Users would, of course, 
have the opposite effect, reducing the net protection under the B.P. 
Tariff by some 77 cents and that under the B.P. Tariff for raws com- 
bined with the M.F.N. Tariff for refined, by $1.57, per 100 pounds. 


258 


Some suppliers of raw sugars were legitimately concerned 
about the sharp increase in rates for sugar for refining in excess of 
99° of polarization. Long periods in transit may cause sugar to 
increase in polarization. Indeed, on a cargo of 15,000 tons from 
Mauritius, Australia or South Africa, the additional duty to the pay- 
ment of which the supplier now binds himself contractually would amount 
to $327,000 should the sugar exceed 99° of polarization. The repre- 
sentative of Mauritius expressed the view that, when such high polar- 
ization sugar was imported for refining, it should not be subject to 
such high duties. The sharp increase appears to involve the Customs 
Tariff in creating a penalty which, if desired, might better be 
enforced solely by penalty clauses in the contracts. 


The refiners are apprehensive that the Canadian market may 
not continue to attract B.P. suppliers, particularly Caribbean sup- 
pliers; they also fear that if the bargaining position of B.P. sup- 
pliers improves, this may cause them to seek a larger part of the 
preferential margin to the detriment of the refiners. To the refiners, 
such a situation suggests commensurate increases in sugar prices, with 
concomitant ill effects on industrial users in domestic and export 
markets; in the existing tariff circumstances this could well be so. 


In urging a reduction from $1.00 to 74 cents per 100 pounds 
in the preferential margin on raw sugar of 96° polarization. St. Law- 
rence envisaged that the effect of the International Sugar Agreement 
would be to increase the price of raws and to reduce the B.P. supplies 
available to Canadian refiners; it consequently sought a broadening 
of possible sources of supply. In urging a very similar reduction —- 
to 75 cents -- Cartier urged that this figure represented the customary 
and necessary attraction for B.P. sugar; this view makes the assumption 
that the total preference would be paid to B.P. suppliers whereas only 
75 per cent’ has been so paid recently; indeed, with payment of the total 
preferential margin, B.P. sugar attains the price of M.F.N. sugar and 
loses some of its attractiveness to Canadian purchasers. 


Some of the arguments advanced by the refiners concerning 
the advantages of obtaining raw sugar at lower cost, would be more 
reassuring did their proposals not involve sharp increases in the 
rates for B.P. sugar exceeding 99° of polarization and, generally, 
maintenance of the existing high rates on refined sugar of tariff item 
1300-1. 


Atlantic, in proposing a reduction in the preferential margin 
from $1.00 to 60 cents per 100 pounds at 96°, urged the consequential 
reduction in the costs of raw sugar and in the prices of refined sugar 
as a supporting reason. Ina matter as complex as the sugar trade, 
domestic and external, it is not clear that all or any given part of 
such a reduction would accrue to the consumer. 


The refiners made no concealment of the increase in net pro- 
tection that would result from their proposals; they urged that this 
increase was necessary and that they enjoyed less protection than their 
peers in many other developed countries. To support their plea they 
urged the high quality, reasonable prices and suitable packagings of 
their products; their vulnerability to foreign competition; their 
apprehension about the difficulty of establishing injury under Canadian 
anti-dumping legislation. 


299 


The beet interests, both growers and sugar producers, sought 
continuation of the status quo. They stressed the farm income and the 
employment generated. They urged that the returns to growers and 
producers are directly related to the prices of cane sugar and that a 
reduction in rates could eliminate the beet sugar industry. 


With the exception of Australia and the Republic of South 
Africa, the B.P. suppliers of raw sugar seeking maintenance of the 
margin of preference are regarded by the United Nations as developing 
countries. They stressed the role of the existing preference in 
making our market attractive to them and thereby assuring Canada's 
supplies of raw sugar; they cautioned that even were domestic prices 
to become lower as a consequence of reduction in the preference, the 
cost arising from insecurity of supply would be high; they urged the 
importance to them of the Canadian market for sugar; many drew 
attention to their unfavourable trade balances with Canada. 


Cuba, naturally, stressed the opposite view. 


The Industrial Sugar Users argued that lower prices would 
result from the removal of duties; such lower prices would make the 
end products of the users more competitive in export markets as well 
as with imports in domestic markets. They pointed out that foreign 
exporters benefit by drawback on exports but, of course, so do they; 
in their view the refiners have ample protection from sources other 
than the Customs Tariff. They regarded the preferential margin 
essentially as foreign aid and their plea was for its removal because, 
in their view, it spread the burden of foreign aid too narrowly on 
Sugar users only and benefited developed countries as well as develop- 
ing countries. 


The Consumers't Association of Canada sought to establish a 
maximum of competition and a downward revision of tariffs on sugar to 
benefit Canadian consumers. As to the beet sugar industry, the 
Association deemed any necessary support to be preferable by way of 
deficiency payments so as to spread the burden more equitably on all 
taxpayers. It urged that any decrease in duty on raws be accompanied 
by a decrease in duty on refined sufficient to prevent any increase 
in, or preferably to decrease the rate of effective protection. 


These representations raise certain principal issues. 


The varied provisions of the International Sugar Agreement 
are designed to ensure greater stability of price and somewhat higher 
prices than have prevailed in recent years. Thus free market supplies 
may be somewhat more costly; however, this is not likely to affect the 
competitive position of Canadian refiners as much as might appear, 
because the Agreement has an equal bearing on the prices of raw sugar 
for potential competitors that purchase raws in the free market. Only 
in the unlikely event of such shortfall in B.P. supplies that substan- 
tial M.F.N. purchases became necessary would the situation present 
real difficulty and such a shortfall appears unlikely in most years. 
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The anxiety of the beet sugar interests with respect to 
reduction in rates on raw sugar may be greater than is justified. 
Beet sugar prices are directly related to cane sugar prices which in 
turn are more closely related to the laid-down cost of imported 
refined including customs duty than to the cost of producing: refined 
cane sugar in Canada. On B.P. raws just over 98°, the existing duty 
adds about 33 cents to the cost of 100 pounds of refined; the duty on 
M.F.N. refined is $1.89 per 100 pounds, or nearly six times the 33 
cents. Thus, the existing B.P. duty on raws gives much less direct 
protection to the beet interests than that afforded by the duties on 
refined sugar and by freight costs, both ocean and domestic. 


On the other hand the refiners' plea for reduction in rates 
on raws as productive of lower domestic prices would be more cogent 
were there a clearer relationship between costs and prices and were 
there full assurance that any savings would be passed on to the con- 
sumer. 


The preferential margin appeared to be in controversy only 
for raw sugar; at 96° of polarization it is now $1.00. Up to the 
second World War it appears to have accrued to suppliers in its 
entirety; thereafter the supplier's share has dwindled to some 75 
cents at present. As long as the premium is less than the total margin, 
the B.P. raws are cheaper than the M.F.N. raws; the premium also makes 
the Canadian market more attractive for B.P. suppliers than other 
markets with the exception of the special arrangements with Britain and 
the U.S.A. There are; of course, jother infleuncing’ factors in trading 
patterns such as traditional relationship and mutual confidence. Even 
in pre-war days when the premium was equal to the full preferential 
margin, this situation did not appear to affect the origin of imports 
of raws. 


The refiners’ proposals generally met in part one complaint 
of Cuba: the sharp increase in rates on M.F.N. raws exceeding 98°. 


Tariff Item 13405-1 and Drawback Item 050-1 


Under the B.P. and M.F.N. Tariffs, tariff item 13405-1 makes 
sugar for use in the manufacture of wine subject to only one per cent 
of the rates for refined sugar exceeding 99° of polarization; under 
drawback item 97050-1, the raw sugar, imported other than under the 
General Tariff, used in producing domestic refined sugar for use in 
the manufacture of wine, is subject to a drawback of 99 per cent. The 
wineries import raw sugar directly but purchase refined sugar from 
Canadian refineries; the wineries use in excess of 20 million pounds 
of raw and nine million pounds of refined annually. Apart from a 
proposal from the Canadian Wine Institute to continue this situation, 
no proposals were made concerning these two items. 


The Canadian Beekeeperst Council sought "removal or drawback 
of tariff" on sugar used for bee feed. The Council's brief stated 
that some six million pounds of sugar is fed to bees annually to 
support bee colonies in winter and to stimulate their development. 
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The refiners expressed concern regarding potential imports 
of refined and semi-refined sugars and urged that their protection on 
refined sugar was less than that existing in other countries. However, 
there was little evidence to indicate the probable origin of foreign 
refined competition in Canada or of factors such as transportation 
costs, prices, storage costs, distribution costs or probable importers, 
related to the importation of refined sugar. 


Imports of refined sugars have been less than.0.5 per cent 
of consumption in most years. Most such imports have originated in 
Britain-or thesU.S tA, 


At the hearing, the Vice-Chairman of Tate & Lyle said that 
his company's productive capacity in Britain had been reduced recently 
and expressed the view that, considering transport costs and duties, 
his company would not often be competitive in Canada. He testified 
that his company produced 73 per cent of Britain's total production of 
refined cane sugar. His company holds a controlling interest in C. &D.; 
should it export refined sugar to Canada, such exports would most likely 
be directed to those markets in the Atlantic Provinces less accessible 
to C. & D. than to Atlantic Sugar or to purchasers elsewhere who were 
not customers of the CG. & D. refineries. 


Most B.P. suppliers of raw sugar stated competition with 
Canadian refined sugar to be against their policies. 


Because the U.S.A. and the E.E.C. countries are not signa- 
tories to the International Sugar Agreement, the most likely sources 
of substantial quantities of M.F.N. refined sugar imports appear to 
be Cuba and the Socialist countries of furope. The Cuban representa- 
tive expressed interest in Canada as a market for raw sugar but said 
that Cuba had more profitable markets for all the refined sugar it 
could export; the Socialist countries of Europe appear to be unlikely 
sources of competition in refined sugar, unless prices should rise to 
great heights, because of transportation and packaging costs and because 
of the services Canadian customers would require. 


There is in the report a discussion of “effective protection"; 
the effective rate of protection is the net amount of duty per unit, 
calculated as a percentage of the value added per unit, exclusive of 
the duty, in manufacturing the product. Aware of the many misconcep- 
tions and conflicts surrounding the concept of effective protection, 
the Board has consigned in Table 53 the effective protection afforded 
to the Canadian refiner under the existing tariff structure on the 
basis of six different assumptions. The assumption which appears to 
be the most realistic one, shows an effective protection rate of 59.9 
per cent. 


More clear, perhaps, is the concept of the net protection 
available to the Canadian refiner under the present tariff structure. 
On the basis of the first and third assumptions used in calculating 
effective protection in Table 53, the net protection would give the 
following results. 


262 


On the assumption of raw sugar originating from B.P. 
countries, excluding the 75 cent premium in price, the net protection 
arising from the M.F.N. rate on refined sugar is $1.5638 per 100 
pounds; this figure is obtained by subtracting from the M.F.N. rate 
of $1.89 per 100 pounds the sum of 32.62 cents, being the amount of 
duty payable on an equivalent amount of raw sugar at 98.5° of polar- 
ization under the B.P. Tariff, 


On the same assumption, but including the 75 cent premium 
in the price, the net protection of the Canadian refiner would be 
79.06 cents per 100 pounds; the difference of 77.32 cents represents 
the premium paid on the amount of raw sugar needed to produce 100 
pounds of refined. 


If the net protection is considered in relation to refined 
sugar originating from a B.P. country, the $1.5638 would become 76.38 
cents and the 79.06 cents would become very slightly negative. 


Canadian prices of refined sugar appear low when compared 
with such prices in Britain or the U.S.A., but they are high in 
relation to the prices paid by Canadian refiners for raw sugar. 
Table 55 shows that, over the last ten years, raw sugar expressed as 
a percentage of the discounted wholesale price of refined sugar, has 
been consistently a smaller proportion in Canada than in the U.S.A. 
or Britain. Indeed, the Canadian refiner's margin is almost always 
higher than that of the refiner in either the U.S.A. or Britain. 


In 1960, the Restrictive Trade Practices Commission, appre- 
hensive of the results of the concentration then -- and still -- 
existing in the Canadian sugar industry, hoped for "competition from 
external sources" to remedy any lack of responsiveness to underlying 
market conditions. (Report Concerning the Sugar Industry in Eastern 
Canada, ps. 324). 


In the four years 1967 to 1970, in the cane sugar refining 
industry, production varied from a low of 58 per cent to a high of 
63 per cent of capacity; for individual refineries the percentages 
were as low as 37 and as high as 86. 


Table 56 shows that, as far back as 1955, production was 
65 per cent of capacity, and that operation at 85 per cent of capacity 
at that time would have meant sufficient production to supply the total 
domestic and export demand ten years later. Since 1955, excess 
capacity has been maintained in spite of the growth of the market. At 
the hearing, one company, then said to be operating at about 70 per 
cent.of capacity, foresaw a savings of 25 cents per 100 pounds of 
refined sugar were the refinery operated at capacity; for plants oper- 
ating at less than 50 or 60 per cent of capacity, it seems that the 
savings could be even larger. In spite of such large prospective 
savings, the existing protection and market rigidities have made it 
possible to maintain large excess capacity over the years. Apparently 
the structure of the industry is of such a nature as to make corporate 
strategies related to the preservation of existing market shares more 
attractive than the realization of lower costs. 
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Though the refiners did not appear to consider sugars not 
exceeding No. 16 Dutch standard to be a serious threat to them, they 
nevertheless proposed prohibitive rates for such sugars imported by 
others than refiners. At present these darker sugars are dutiable in 
the vicinity of 30 cents per 100 pounds; under the proposals they 
would be entered either free or in the vicinity of five cents per 100 
pounds for refiners but at rates in the vicinity of $1.00 per 100 
pounds for all others. Even under existing conditions no such dark 
sugars are imported directly by non-refiners; the very small quantities 
involved and their availability through refiners may explain this situ- 
ation. 


Beyond these darker sugars, a different problem arose con- 
cerning semi-refined sugars known by such names as mill whites, planta- 
tion whites and turbinados. Under the recommended ICUMSA standards, 
these sugars run from 99.5° to as high as 99.7° or more in polarization. 
At present such sugars are entered under tariff item 13400-1 at the 
rates applicable to fully refined sugar unless imported by refiners 
for refining purposes. In its 1960 report the Restrictive Trade 
Practices Commission’ concluded that HKastern Canadian refiners received 
further protection from the reluctance of raw sugar suppliers to make 
available to manufacturers these semi-processed sugars and viewed this 
restriction as being encouraged by the refiners through their relation- 
ship with sugar brokers. The Board does not believe this situation to 
have changed appreciably since then. 


The regulations under the Food and Drugs Act may have an 
important bearing on Canada's sugar trade. In Canada "sugar" must be 
at least 99.8 per cent sucrose and Canadian refined sugar is usually 
higher still. Under the new recommended standards of the Codex 
Alimentarius, white sugar would contain a minimum of 99.7 per cent 
sucrose and plantation whites, a minimum of 99.5 per cent sucrose. 
Under the existing Canadian regulations only "sugar" may be used in 
making certain food products thus preventing the use of certain sugars 
of lesser purity deemed safe and suitable by some interests. The 
Industrial Users were concerned that the Customs Tariff not be used 
to make such sugars too costly in comparison with "sugar" as defined 
in the regulations. 


On the score of aid to developing countries there appeared, 
at times, to be a disposition to consider the British preferential 
margin as an aid measure; it is quite. true that the preferential margin 
is advantageous to many developing countries; however the Preferential 
Tariff, existing well beyond the mere sugar trade, is one which includes 
imports from Britain, from Australia and from the Republic of South 
Africa. The Board, without losing sight of some of the special prob- 
lems of the developing countries, looks upon the preferential margin 
as part of a complicated web of reciprocal trade arrangements and not 
as a mere method of aid paid only by the consumers of sugar. 
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Molasses 


Two groups of products come under this title. IHdible 
molasses includes principally the products known by such names as 
fancy molasses and Barbados molasses; it is used for direct human 
consumption and in making certain food products. JInedible molasses 
includes blackstrap molasses or refiners' molasses, a by-product of 
the production of raw cane sugar and of refined cane sugar, and beet 
molasses, a by-product of beet sugar production; the principal uses 
of inedible molasses are in animal feeds and the production of alcohol 
and yeast. 


In recent years, two-thirds or more of the inedible cane 
molasses has been imported under the B.P. Tariff; all of the relatively 
small imports of beet molasses and dried molasses powder have been 
from the U.S.A. and, consequently, under the M.F.N. Tariff. Supplies 
of edible molasses have been imported from Barbados (50 to 75 per cent 
of the total) and from the Dominican Republic. 


Inedible Molasses 


The imported inedible molasses contains about 50 to 55 per 
cent of reducing sugars after inversion and 20 to 25 per cent of 
water; by far the most important tariff item relating to molasses is 
13600-1 with rates of Free, B.P. and one cent per gallon, M.F.N. Our 
annual consumption is in excess of 30 million gallons; of this, about 
10 million gallons is Canadian refiners't or beet molasses. The prin- 
cipal use of inedible molasses is in making animal feed, 45 per cent 
or more of the total, without including the beet molasses added to 
beet pulp to make dried molasses beet pulp; the next most important 
use is in making alcohol; the only other major use is in the production 
of yeast, for which purpose beet molasses is preferred. 


Beet molasses is sold by the Canadian beet sugar factories 
either as beet molasses or as dried molasses beet pulp. The cane 
molasses is distributed in Canada by five companies: Pacific Molasses 
in Vancouver and Canada West Indies Molasses in Montreal, both subsid- 
jiaries of Tate & Lyle; Imperial Molasses in Montreal and Dominion 
Molasses in Dartmouth, N.S., both subsidiaries of SuCrest Corporation; 
and Crosby Molasses in Saint John, N.B. Both Dominion and Crosby also 
distribute edible molasses whereas the other three deal only in inedible 
molasses. 


There is no regional competition between cane molasses and 
domestically produced beet molasses because of freight costs and there 
is; little direct competition of any kind between ‘cane and beet molasses 
because of specialized uses. Virtually all the refiners' molasses is 
sold by the refiners to the importers of inedible cane molasses for 
resale to the users. The Raffinerie de Sucre near Montreal sells 90 
to 95 per cent of its beet molasses for use in the manufacture of yeast. 
In consequence, west of Ontario, Pacific is the only distributor of 
cane molasses and the subsidiaries of B.C. Sugar are the only distri- 
butors of beet molasses; east of Manitoba, companies associated with 
Tate & Lyle or SuCrest are virtually the only suppliers according to 
the brief of Imperial, though Crosby constitutes a third supplier in 
the Atlantic provinces. 
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In recent years imports of inedible molasses have varied 
between 21 and 27 million gallons valued between $2.2 and $5 million 
annually; the Commonwealth Caribbean area supplies about half the 
total and all B.P. suppliers together, about two-thirds of the total; 
of the M.F.N. suppliers, Mexico, Puerto Rico and the U.S.A. are the 
most important. In 1970, a year of poor sugar crops in the Common- 
wealth Caribbean, there was a marked change in source of supply; 
M.F.N. sources supplied about 70 per cent of the imports and B.P. 
sources about 30 per cent; of the M.F.N. imports, Cuba supplied close 
to 60 per cent. Until 1970, the imports into British Columbia were 
from Hawaii. Imports into the Prairie Provinces are small and are 
thought to be of beet molasses from nearby areas in the U.S.A. There 
have been no imports from Jamaica since 1957; this is attributed to 
the difficulty of ensuring that the contained sugars do not exceed 
the criterion for free B.P. entry under tariff item 13600-1, a higher 
content placing the imports under tariff item 13505-1 under which, in 
1969, the rate of duty would have been about nine cents a gallon. 


In making some soft sugars, Canadian cane refiners reduce 
their final output of refiners' molasses: thus, excepting beet 
molasses produced on the Prairies, imports supply some 90 per cent of 
the inedible molasses which enters the market place. 


In this Report there is reference to the report of the 
Director for Investigation and Research, Combines Investigation Act, 
1958, which noted that there existed a virtual monopoly of control 
over purchases of blackstrap in the West Indies; this arose through 
control of dockside storage facilities, of transport to the docks and 
of suitable ships for transportation; the evidence before the Board 
suggests little change on this score. Indeed this aspect was stressed 
by Mr. Austin in his evidence which remained unchallenged in this 
respect. As noted, West Indies molasses usually accounts for about 
50 per cent of total Canadian imports and an even larger percentage 
of the imports into Quebec and Ontario. 


A Tate & Lyle subsidiary appears to exercise considerable 
control over the marketing of West Indies molasses, other than that 
originating in Barbados; the Barbados molasses crop is usually sold 
to a large corporation with appropriate shipping facilities; in the 
result Canada West Indies Co. appears to be able to obtain B.P. 
supplies whereas Imperial Molasses is generally not able to do so and 
mist rely on M.F.N. supplies. In such a situation the preferential 
margin appears not to be of very special benefit to the B.P. suppliers 
and to establish a market situation which is not competitively bene- 
ficial to Canadian consumers. 


The proposals of the two Tate & Lyle subsidiaries sought to 
qualify the molasses of tariff item 13600-1, the item under which most 
imports are now entered, by the words "for industrial purposes only 
and not for human consumption" and to raise the percentage of the 
maximum permitted reducing sugars from 71 to 75 per cent of the total 
solids by weight to facilitate the importation of Jamaican molasses; 
they, of course, did not propose any change in the rates. Imperial 
Molasses, the SuCrest subsidiary, sought an item providing for cane 
molasses, known as blackstrap, for use in the manufacture of animal 
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feed, at rates of Free under both Tariffs; these rates compare with 
existing equivalents for cane molasses where the reducing sugars are 
less_than 71 per cent of total solids of B.P., Free, and M.F.N., one 
cent, and, where the percentage exceeds 71, of about B.P., nine cents,. 


and M,F,N.,17.22 cents, or more, per gallon. 


There exists still another molasses with high sugar content 
for use by distillers and pharmaceutical manufacturers; Imperial 
Molasses did not seek to include this molasses in its proposal; nor 
did Imperial Molasses seek to prejudice the position of the Canadian 
refiners't final molasses, the percentage of contained sugars in which 
is slightly below the 71 per cent of tariff item 13600-1. Thus the 
proposals conflict more with respect to rates than to nomenclature. 


Though the West Indies Sugar Association pleaded for reten- 
tion of the preferential margin on molasses because of the monetary 
gain to its members, the plea loses cogency because, when bids are 
made for a particular molasses crop, the vendor presumably has no 
knowledge of its destination and therefore is unlikely to be ina 
position to be able to bargain for any part of the Canadian preference. 


An increase in the maximum permitted percentage of contained 
sugar would increase the potential supply under the B.P. Tariff by 
qualifying Jamaican molasses; however this additional supply might 
well be available only to the Tate & Lyle subsidiary, leaving the 
competitive position of Imperial Molasses even less strong. 


To replace the existing word "syrup" by an equivalent of 
"molasses" in tariff item 13600-1, as suggested by C. & D., might 
exclude from the item a mixture of blackstrap molasses and syrups of 
whole cane juice. 


The Industrial Users sought free entry for molasses. 


Tariff item 13650-1 provides for beet molasses when the 
percentage of contained sugars is less than 71 per cent of total 
solids, at rates of one cent per gallon under both Tariffs and tariff 
item 13705-1 provides for molasses powder at rates per 100 pounds of 
S5 "cents, Br. and “x cencs, MliriN: 


The sugar interests proposed no changes in rates. The 
Quebec beet sugar factory sells virtually all its molasses for the 
production of yeast; the western factories are unable to supply the 
demand for animal feed in the Prairie Provinces. Our imports of beet 
molasses are all from the U.S.A. at rates which, as a result of the 
Kennedy Round, have come down from 64 cents to one cent per gallon; 
the one cent is equivalent to an ad valorem rate of roughly five per 
cent -on prices varying from 17.3 to 22.1 cents per gallon, the 
annual average prices prevailing between 1966 and 1969. 


If the contained sugars of beet molasses exceed the 71 per 
cent criterion of tariff item 13650-1, the molasses would be classi- 
fied in 13505-1 if in larger containers or 14000-1 if in smaller con- 
tainers; on the prices mentioned the rates would represent ad valorem 
equivalents of roughly 50 and 85 per cent under tariff item 13505-1 
and roughly 25 and 30 per cent under tariff item 14000-1. 
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Edible Molasses 


Our supplies of edible molasses are imported largely from 
Barbados and the Dominican Republic. The distributors that import in 
bulk are Crosby of Saint John, N.B., and the two SuCrest subsidiaries 
(Grandma Molasses of Montreal and Dominion Molasses of Dartmouth, 
N.S.). Imports have been declining for a decade or more; in 1970, 
they were 2.3 million gallons with an estimated value of $1.3 million; 
the unit value of edible molasses is usually three to five times that 
of inedible molasses. Larger quantities of imports are entered in 
New Brunswick than elsewhere, which suggests that Crosby is probably 
a major distributor of edible molasses in Canada. 


At present, edible cane molasses is entered under tariff 
item 1300-1 at the same rates of duty as blackstrap per gallon: Free, 
B.P. and one cent, M.F.N. 


There were really no proposals from the major importers; 
indeed edible molasses provided but little controversy. 


Invert Sugar, Liquid Sugar, Sugar Syrups 


In commercial practice, sales of invert sugar in Canada are 
almost invariably in solutions containing a mixture of invert sugar 
(glucose and fructose) and of sucrose. 


Were the invert sugar in solid form, it would be classified 
in tariff item 13505-1, at the highest rates; in the form of syrups, 
the invert sugar, together with liquid sugar and sugar syrups, would 
be classified in tariff item 13505-1 or 14000-1 according to the 
packaging. 


Both invert sugar and liquid sugars are produced in large 
quantities in Canada. 


Most of the proposals sought no change, though some suggested 
the deletion from tariff items 13505-1 and 14000-1 of the words "all 
imitations thereof and substitutes therefor"; no such products appeared 
to be known to the Canadian sugar refiners, although sucrose syrups 
may have other sources than beet or cane. The common non-nutritive 
sweeteners are the subject of provision in the chemical schedule of 
the Customs Tariff. 


Shredded Sugar Cane 


The shredded sugar cane of tariff item 14005-1 remains 
shrouded in mystery: no one appeared to be aware even of what it was. 
There was a suggestion that this provision might be intended to cover 
bagasse, but this appears unacceptable in face of the provision in 
tariff item 54010-1 for "bagasse of sugar cane, whether or not dried, 
cleaned, cut to size, ground or sifted", Since the introduction of 
records of imports by tariff item, in 1965, no imports have been 
recorded under tariff item 14005-1. To the Board, it appears that 
this provision is not needed. 
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Sugar Beets 


At present beet sugar constitutes some 40 to 45 per cent of 
the world's sugar supply; in Canada it constitutes some 12 to 14 per 
cent of our sugar supply and Canada, in the International Sugar Agree- 
ment, has undertaken to limit domestic beet sugar to a maximum of 20 
per cent of total consumption. 


Sugar beets are grown in three provinces: Alberta, Manitoba 
and Quebec; they had been grown in Ontario but this production, which 
had been diminishing, ended in 1967 and in 1968 C. & D. closed its 
beet sugar factory at Chatham. 


At present sugar beets are processed in Alberta and Manitoba 
by B.C. Sugar's two subsidiaries, Canadian Sugar Factories and Mani- 
toba Sugar. In Quebec they are processed by the Raffinerie de Sucre 
de Québec, at St-Hilaire near Montreal; the Raffinerie is an agency of 
the Quebec provincial government. All produce granulated refined 
white sugar, beet molasses and dried beet pulp; none produces soft 
sugars. 


In relation to the total number of farms, the total farm 
acreage, the farm value of the principal field crops or total farm 
cash receipts, sugar beet production is not an important farm enter- 
prise in any of the three provinces. Nevertheless, for the approxi- 
mately 2,500 farms growing sugar beets, the gross farm income from 
such beets is larger than that from any other field crop; indeed the 
gross and net return per acre is large compared to those from most 
other crops. Deficiency payments by the federal government under its 
price stabilization program are an important factor to farm operators 
when considering crop alternatives. 


A study of the Alberta Department of Agriculture shows that, 
in that province, during the three year period 1966-68, the annual 
average net returns per farm to management and profit in the production 
of sugar beets were $4,638 including the deficiency payment and $1,372 
excluding it, the deficiency payment being on the average $3,266 per 
farm. The returns are lower in Manitoba, one reason being the greater 
distance of the farms from the sugar factory. 


In the Prairie Provinces, the contracts between farmer and 
factory specify the acreage to be seeded and the terms of payment; 
they further specify that the grower will receive in the vicinity of 
60 per cent of the net return to the factory from the sale of sugar 
and other products made from the beets. In Quebec, in recent years, 
the growers have received a minimum price of $13.00 per ton of beets; 
in addition, of course, they also receive the deficiency payments. 


In the West, one company controls the production and distri- 
bution of sugar and thus the capacity and production are planned 
according to the estimated demand. 


The "deficiency payments" constitute assistance received by 
the beet growers from the Government of Canada. These payments are 
designed to guarantee to the beet growers a minimum national average 
return per ton of sugar beets. This minimum return is known as the 
“prescribed price" per "standard" ton of beets, which is a ton 


269 


containing 12.5 per cent sugar; the deficiency payment is based on 
the London Daily Price and is intended to be the difference between 
the amount paid by the beet sugar factory to the grower and the 
"prescribed price", 


From 1957 to 1969, the deficiency payments have varied from 
nil to as much as $6.8 million; in the period 1965-69, they averaged 
some’ $5.0 million. Beyond the deficiency payments, the Raffinerie de 
Sucre operates at an annual loss in the vicinity of $1 million which, 
as the 1970 report of the Task Force on Agriculture points out, is in 
effect a subsidy from the province to the producers. 


Prairie beet acreage and sugar production are adjusted to 
correspond approximately to Prairie sugar consumption. This sugar is 
shielded from competition from the eastern refiners through trans- 
portation costs; it tends to be priced in relation to the laid-down 
costs of potential refined cane competition. Accordingly, because 
the growers share in the factory returns on sugar, any change in duty 
that reduced the price of cane sugar in Central and Eastern Canada, 
could involve consequential changes in the operation of the price 
stabilization program because of its effects on the payments by pro- 
cessors to growers. 


Quebec beet sugar competes directly with the production of 
the neighbouring Montreal cane refineries. 


Calculations in the report reveal that removal of the exist- 
ing tariff on sugar could affect the beet producer to the extent of 
about $2.00 per ton of beets in the West; with a minimum price of 
$13.00 per ton in Quebec paid by the Raffinerie de Sucre, this reduc- 
tion of $2.00 would not apply but there would be an increase in the 
Raffineriets annual losses which increase would have been some 
$267,000 in 1967 and $407,000 in 1968. The combined effect of tariff 
protection and freight in protecting the beet grower in the West is 
well in excess of $4.00 per ton and, in Quebec, almost $2.00 per ton. 
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CONCLUSIONS 


The Board is recommending reductions in the rates of customs 
duties on raw sugar and on refined sugar. These recommendations are 
based on many considerations. 


There are in Canada only six cane sugar refineries; these 
are owned by five companies; one of the five companies owns two refin- 
eries -- one in Toronto and one in Montreal -- and is controlled by 
the large British sugar firm of Tate & lyle. From Toronto to Vancouver 
there is no cane sugar refinery. Largely because of the tariff and 
freight costs, the white sugar market of the Prairie Provinces is sup- 
plied almost entirely from beet sugar. In Canada, there are four beet 
sugar factories; one is operated by the Quebec Government near Montreal; 
the other three -- two in Alberta and one in Manitoba -- are operated 
by corporate subsidiaries of B.C. Sugar, one of the five cane sugar 
refining companies, which has in Vancouver the only cane sugar refin- 
ery west of Toronto. In consequence, for all practical purposes there 
is one single supplier of sugar from Winnipeg to the Pacific Coast; 
this supplier is insulated from domestic competition by freight costs 
and from external competition by the Customs Tariff and ocean freight 
costs, 


The price of refined cane sugar in Canada appears to be based 
primarily upon considerations not as closely related as is desirable to 
such factors as production costs and competitive pricing. It is based 
on formulae related to the London Daily Price for "free market" sugar 
adjusted by a variety of factors; this situation has the further char- 
acteristic that one company is the price leader and the others assume 
that the refiner's margin of the price leader is constant in the short 
ror, 


The refiner's margin is the difference between the discounted 
wholesale price of refined cane sugar and the cost of the equivalent 
amount of raw sugar used in its production; on a ten-year average, the 
refiner's margin in Canada has exceeded that in the United States by 
29 cents and that in Great Britain by 68 cents, per hundred pounds; in 
the more recent period, 1965-1970, these figures were 43 cents and 80 
cents. 


Over the last decade, on the average, the Canadian refiner's 
margin has been some $2.68 per one hundred pounds and, in 1970, had 
reached $3.07. On this score, the Board notes that the British refin- 
ing industry made an undertaking to the Chancellor of the Exchequer, 
effective January 1971, that its average refiner's margin for sugar in 
112-pound paper bags would not in effect exceed $1.80 per one hundred 
pounds. The published reports of Tate & lyle Ltd., which controls 
C, & D. with refineries in Montreal and Toronto, reveal certain inter- 
esting figures on their refining operations for the years 1967, 1968 
and 1969; the turnover in Canada was £15.6, £18.7 and £21.6 million 
respectively as compared with £116, £127 and £119 million in Britain; 
on these amounts the profit before tax in Canada was £2.3, £3.7 and 
£3.2 million compared to£5.7, £3.3 and £2.5 million in Britain; as a 
per cent of turnover the profit in Canada was 14.7, 19.8 and 14.8 
compared with 4.9, 2.6 and 2.1 in Britain. 
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In the cane sugar refining industry, the Board has noted the 
relationship between actual production and productive capacity. For 
the four years 1967-70, production, as a percentage of capacity, has 
varied from a low of 50 per cent to a high of 63 per cent; for indivi- 
dual refineries the percentage went as low as 37 per cent and as high 
as 86 per cent. This situation is not novel: as far back as 1955, 
production was only 65 per cent of total capacity. Nevertheless 
between 1955 and 1965, two new cane refineries came into operation 
and existing refineries expanded their capacity. Thus, although one 
beet factory at Chatham, Ontario, was closed in 1968, total sugar 
producing capacity increased and remained well in excess of utiliza- 
tion. It does seem that a closer relationship between capacity and 
production would have resulted in lower costs; it further seems that 
without the full measure of existing tariff protection available to 
the industry, such a closer relationship would be more likely to occur; 
in the existing circumstances, the structure and behaviour of the 
industry allow the preservation of existing market shares without sub- 
stantial risk and without the beneficial spur of the competitive fac- 
tors usually prevailing in ordinary markets. 


Variations in individual refiners' margins suggest unusually 
big differences in costs and profits in an industry with large excess 
capacity, with no failure for decades and with two new refineries 
established in recent years, The insulation of the Vancouver refiner 
from domestic competition by freight costs leaves it open only to the 
competition of potential imports of refined sugar, an unlikely eventu- 
ality with the existing high transport costs and rates of duty; further- 
more its corporate control of the beet sugar factories on the Prairies 
leaves all of Canada west of Ontario virtually without any competitive 
source of sugar. 


The financial returns of the sugar industry rank high among 
Canadats industries; this does not apply to the beet sugar plant of 
the Raffinerie de Sucre de Québec because of the special purposes for 
which it is operated. 


The Board has noted that prices for refined sugar are lower 
in Canada than they are in Britain or the U.S.A. It nevertheless also 
notes that Britain and the U.S.A. pay higher prices for their raw 
sugars. Further, Canadian prices for refined sugar are high in rela- 
tion to the prices paid by refiners for their raw sugars and the 
refiner's margin is higher in Canada than in Britain or the U.S.A. 


In the trade in a basic food commodity, a higher degree of 
competition seems desirable. Indeed, as far back as 1960 the Restric-— 
tive Trade Practices Commission expressed a hope for competition from 
external sources to create greater responsiveness to market conditions 
in the Canadian sugar industry. 


Except for the wine makers, under the existing tariff struc- 
ture, none but "recognized refiners" may import lighter-coloured non- 
refined sugars, except at the prohibitive rates prescribed by tariff 
item 13400-1; this circumstance affords to the refiners an element of 
protection well beyond the area of their product -- refined sugar. 

As to refined sugar, neither imports nor exports have been significant 
in amount for the last quarter century. 
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The Board is aware of, and sympathetic to, the problems 
besetting those British preferential suppliers which are classed as 
developing countries. In considering what recommendations it should 
make, it has sought to keep their problems in mind and to weigh them 
as carefully as possible in arriving at recommendations tempered there- 
by and by the domestic national interest. 


At the hearing there was discussion of certain payments, made 
by Canada since 1967 to B.P, Caribbean countries, substantially equiv- 
alent in amount to the duties collected on raw sugars imported from 
these countries. Originally these payments were in excess of $1 mil- 
lion, but they have diminished considerably. From 1950 to 1964, Can- 
ada imported some 300,000 tons annually from these countries; owing to 
the greater attraction of markets in Britain and the U.S.A., to in- 
creasing domestic consumption and to other circumstances, these par- 
ticular imports have been diminishing recently and the Board is credi- 
bly informed that prospective imports for the current year, 1971, are 
very small. These payments, quite erroneously described as "rebates" 
by a number of persons, appear to have been the subject of a good deal 
of misunderstanding as to their nature and their importance. Because 
of their steady diminution, consequent upon the diminution of exports 
to Canada by these countries, and because, in any event, the Board 
sought to recommend free entry for raw sugar from B.P. countries, it 
has not given to these particular payments a great deal of weight in 
reaching its conclusions. 


However, the British preferential margin has fully engaged 
the Boardts attention. 


Of our raw sugar supplies, some 90 per cent is of B.P. ori- 
gin. Because of the decline in B.P. Caribbean supplies, Australia, 
Mauritius and the Republic of South Africa have been assuming greater 
importance as suppliers of raw sugar. 


Under the existing tariff on raw sugars imported by refiners 
for refining purposes, there is a margin of preference of $1.00 per hun- 
dred pounds at 96° of polarization; of this $1.00, there has been what 
was euphemistically described as a "sharing"! of the margin; the phrase 
was intended to convey the fact that the B.P. supplier of raw sugar 
currently receives as a premium not the full $1.00 of the margin but 
only some 75 cents, This circumstance has arisen from the bargaining 
forces in the market place and involves both pressures applied by the 
purchasers and inducements offered by the vendors; whether the pre- 
ferential margin remains the same, is reduced or is increased, the 
Board knows of no factor which would modify these bargaining forces to 
such an extent that the premium would not remain somewhat less than 
the full margin of preference. 


Some of the proposals made to the Board involved a reduction 
in the preferential margin on raw sugars to a figure equivalent to the 
existing premium of 75 cents paid in part as a result of the existing 
margin of $1.00. In certain quarters, there appeared to be an antici- 
pation that, in such an event, the full 75 cent margin would be paid 
as premium, For the reasons given, the Board does not share fully in 
such an anticipation, though it is recommending a reduction in the 
margin of preference. 
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For refined sugar, during the last quarter century, neither 
imports nor exports have been a significant factor. Most suppliers of 
raw sugar protested that they had no wish nor interest to compete with 
Canadian purchasers of their raws by selling refined sugar in Canada. 
Therefore, in the field of refined sugar, the preferential margin 
loses much of the importance it has in the field of raws. Many of the 
developing B.P. suppliers do not produce refined sugar of the standard 
required by Canadian regulation and customarily consumed in Canada. 
Refined sugar from Britain for sale in Montreal would appear to be 
competitive only if sold at a price below the home trade price without 
surcharge. The British firm of Tate & Lyle, which controls C. &D., 
made the statement, at the public hearing, that with a recent reduc-— 
tion in capacity in Britain, it had little interest in the Canadian 
market for refined sugar; this assurance is somewhat enhanced by the 
large profits Tate & Lyle earns through its Canadian subsidiary. 


In consequence, the Board is recommending reductions in the 
rates for raw sugars to lower the costs of Canadian production and the 
prices to the Canadian consumer, To ensure that such reduction reaches 
the consumer and to allow greater pressure from the threat of external 
competition, it is also recommending reductions in the rates on refined 
sugars; to effect the necessary reductions, to reduce the refiner's 
margin and net protection to the extent desired, to establish a higher 
degree of external competition in the domestic market and to avoid 
anomalies in the recommended structure of rates, it has also recom- 
mended a reduction in preferential margins. 


In recommending reduced rates on raw sugars, the allowance 
of free entry for B.P. raws with only equivalent reductions in the 
other rates, would effect no change in the refiner's margin. Indeed, 
from the figures cited earlier, were the Canadian refiner'ts margin to 
be brought down even to the level of the ten-year average prevailing 
in the U.S.A., Canadian selling prices would have to be reduced by some 
29 cents per hundred pounds even without change in the rates on raw 
sugar; adjusted only to the levels of the refiners! margins prevailing 
in the U.S.A. from 1965 to 1970, the reduction in Canadian selling 
prices would have to be 43 cents per hundred pounds. 


Thus, to equalize the refiner's margin in Canada with that 
prevailing in the U.S.A. only, in the example above, the rates on 
refined sugar would have to be reduced by some 29 to 43. cents more per 
hundred pounds than any mere equivalence to the reduction on the raw 
sugars. In addition, the removal of the B.P. duties on raw sugar would 
be equivalent to a reduction in the costs of producing refined sugar of 
some 32 cents per hundred pounds, suggesting in all, a total of 61 cents 
to 75 cents per hundred pounds, The very high profits of Canadian 
refiners suggest a reduction well in excess of the minimum of this 
range, 


For raw sugars up to 99.5° of polarization, in Recommended 
Item I, the Board recommends free entry under the British Preferential 
Tariff. Under the Most-Favoured-Nation Tariff it recommends a rate/of 
45 cents per one hundred pounds when the raw sugar does not exceed4£/6° 
of polarization with an increment of 1.5 cents for each additional ®’ 


degree of polarization or fraction thereof up to 99.59; the initial 
rate with this increment would establish rates of 75, 76.5, 78 and 79.5 
and 81 cents per one hundred pounds respectively at polarizations of 
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96°, 97°, 98°, 99° and 99° to 99.5°. Under the M.F.N. Tariff, the new 
and lower structure of rates eliminates an irregularity in the existing 
tariff structure of tariff item 13500-1; from 89° to 98° of polariza- 
tion the existing increments are about 3.5 cents for each degree, but, 
for sugar of a polarization exceeding 98° but not exceeding 99°, the 
increment is some 12 cents with no further increment for sugar exceed- 
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For sugars such as plantation whites, mill whites or turbinados, 
which might broadly be called "semi-refined", ranging in polarization 
from 99,5° to 99.7°, the Board recommends rates higher than those it is 
recommending for the raw sugars because these "semi-refined" sugars 
could be more nearly competitive with the final sugar products of the 
Canadian sugar industry; for such sugars the Board recommends rates of 
35 cents under the British Preferential Tariff and $1.10 under the Most- 
Favoured-Nation Tariff per hundred pounds. 


On what might broadly be called refined sugars, the Board 
recommends a rate of $1.20 per hundred pounds under the Most-Favoured- 
Nation Tariff; on the same sugars under the British Preferential Tariff, 
the Board is recommending a rate of 80 cents per hundred pounds. 


The existing duty of 31.64 cents on B.P, raws at 98.5° of 
polarization, the average polarization of current imports, is equiva- 
lent to about 32.6 cents on the quantity of raws required to produce 
one hundred pounds of refined sugar. Thus, with free entry for B.P. 
raws, a reduction of the existing M.F.N. rate of $1.89 per hundred 
pounds on refined sugar by some 32 cents to $1.57 would maintain the 
existing protection of the refiners. A further reduction by 29 cents 
to $1.28 would tend to bring the Canadian refiner's margin to much the 
same figure as that prevailing in the U.S.A. However, in the Canadian 
sugar industry, the high refiner's margin and the high level of profit- 
ability on a staple food commodity moved the Board to recommend the rate 
of $1.20 per hundred pounds. 


In the Boardts view, a reduction of this nature would tend to 
discourage the maintenance of uneconomic excess capacity as the market 
increases, encourage greater rationalization in the industry and intro- 
duce certain elements of external competition which have hitherto been 
Lacking: 


Aware of the disadvantages of sudden and large changes in 
rates, the Board has nevertheless been moved to its conclusions by the 
cushion available to the industry by reason of its high level of prof- 
itability and the possibility in future years of obtaining cost econo- 
mies by rationalization and diminution of excess capacity, 


In the realm of raw and refined sugar, the Board's recommen- 
dations also embody changes in nomenclature, They would remove from 
the Customs Tariff the Dutch standard which is now long obsolete, Ex- 
isting items 13400-1 and 13500-1 basically divide lighter-coloured 
sugars, as determined by certain Dutch standard qualifications, into 
those "imported or purchased in bond in Canada, by a recognized sugar 
refiner, for refining purposes only" and those not so imported; the 
recommended nomenclature would eliminate this division. 
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The Board is recommending the deletion of tariff items 13400- 
1 and 13500-1 and their replacement by three new items: one for raw 
sugars, one for "semi-refined" sugars of polarizations between 99.5° 
and 99.7° and one for refined sugars, including soft sugars and icing 
sugars. The icing sugars, because they contain substances other than 
sugar, and the soft sugars, because of their polarizations below 99.7°, 
appear to require specific mention to be classified in Recommended 
Item III. 


Even where unrefined or semi-refined sugars could safely be 
used, either industrially or for direct consumption, the existing 
nomenclature, with high rates on the lighter-coloured sugars not im- 
ported by recognized refiners for refining purposes or by wineries, 
makes such imports practical only for recognized refiners or wineries. 
Because of the need for more competitive elements in the industry, the 
Board deems it necessary to discontinue this privileged position for 
the recognized refiner. 


In recommending rate reductions which involve reductions in 
the margins of British preference, the Board is aware of problems 
arising out of existing treaty obligations and out of a natural reluc- 
tance to accept any diminution of preferential status, Without reduc-— 
tions in the margins of preference, the lower prices and greater com- 
petitiveness it sought would not be attained without anomalies in the 
rate structure; the recommended reduction on raw sugars would still 
give to B.P. countries sufficiently advantageous access to the Canadian 
market to ensure a continuation of the traditional trade with these 
countries. 


For the B.P. Caribbean suppliers in particular, if there 
should be concern over reduction in the margin of preference, the 
weight or cogency of such concern will be lessened, to a marked extent, 
by their shrinking participation in the Canadian market occasioned by 
the greater attraction of other markets and other circumstances and the 
consequential smallness of the recent payments. Moreover, in recommend-— 
ing free entry for B.P. raws the Board is removing the basis on which 
payments of amounts substantially equivalent to the duties collected on 
raw sugars imported from B.P, Caribbean countries are calculated. 


Those involved in the beet sugar industry, both the beet 
growers and the sugar factories, viewed with apprehension any reduction 
in the protection afforded to the industry by the Customs Tariff. 


Table 66 shows that, over the last twenty years, the average 
annual production of sugar beets has been a little over one million 
tons of which about 140,000 tons, or some 15 per cent, were grown in 
Quebec; thus it seems that, since production in Ontario has ceased, 
western production has accounted for roughly 85 per cent of Canada's 
sugar beet production. Tables 67 and 73 show that, during the same 
period, the average farm returns per ton of beets were about $17.00, 
including the deficiency payments. 
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Western beet sugar factories can be said to price their sugar 
output at a level which will compete with the delivered prices of re- 
fined cane sugar from British Columbia or Eastern Canada. In the 
result, a high point in pricing is reached in some areas of Saskat-— 
chewan with a diminution both east and west of these areas, In conse- 
quence, sugar prices in the Prairie Provinces are higher than those in 
Vancouver or Eastern Canada by an amount roughly equivalent to the cost 
of freight. For example, from Montreal to Winnipeg, such freight is 
now about $1.79 per hundred pounds; thus, mere geography can be said to 
add about $1.79 per hundred pounds to the wholesale price of competi- 
tive eastern sugar in Winnipeg. Of course, no such geographic protec- 
tion is available to the Raffinerie de Sucre de Québec. 


The deficiency payment program introduces some difficulty in 
assessing the validity of the beet sugar industry's apprehension con- 
cerning reductions in tariff protection. The data of Tables 78 and 79 
suggest that, for 1967 and 1968, assuming full utilization of the 
existing B.P. rates, the Tariff would have enhanced the price of beets 
by some $2.00 per ton; on the basis of 12.5 per cent sugar content, or 
250 pounds of sugar per ton of beets, $2.00 per ton of beets would 
represent 80 cents per hundred pounds of sugar, 


The B.P. rates and preferential premium on raw sugars enhance 
the cost of refined sugar by about $1.11 per one hundred pounds; the 
B.P. rates on refined sugar tend to enhance its price by $1.09 per one 
hundred pounds; the calculations of Tables 78 and 79 are based on an 
enhancement of $1.10 per one hundred pounds. The M.F.N. rate of $1.89 
per one hundred pounds on refined sugar was not considered in these 
calculations. 


On the basis of $1.10 per one hundred pounds, the additional 
price paid by consumers on some two billion pounds of sugar amounts to 
about $22 million; were the only consideration the protection of the 
beet sugar industry, a measure of assistance equivalent to $2 million 
would relieve consumers of sugar of payments totalling about $22 
million. 


It would seem appropriate to finance any essential support 
to the sugar beet industry from general taxation, rather than by a 
method which raises the price to all Canadians of one of the least 
expensive foodstuffs, and, which, in consequence, would place on con- 
sumers a burden which would form a relatively larger proportion of 
lower than of higher incomes. 


Recommended Item IV continues the existing end-use privilege 
of the Canadian manufacturers of wine; at present they may import sugar 
for such purpose at one one-hundredth of the existing duties on refined 
sugar under both the British Preferential and the Most-Favoured—Nation 
Tariffs, though paying the full rate under the General Tariff. The 
Board recommends the same privilege for sugar for use in the manufac-— 
ture of wine, but related to its recommended rates on refined sugar, 
Similarily, it recommends the continuation, without change, of drawback 
item 97050-1. | 


The Board is reluctant to enlarge the end-use privileges of 
users of sugar, particularly in view of the rate reductions which it 
is recommending. 
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For the invert sugar and syrups of existing item 13505-1, 
the Board has followed the basic principle of the existing tariff 
structure by recommending duties broadly equivalent to the duties which 
would have been levied on the contained sugar. It has recommended a 
change in nomenclature in the interests of simplicity and uniformity 
with the nomenclature for sugar, It recommends rates of 50 cents, 
B.P,, and 75 cents, M.F.N., per one hundred pounds, when the total of 
reducing sugars after inversion is equivalent to not more than 65 per 
cent by weight of the total syrup, with increments for each additional 
one per cent or fraction thereof, of 0.75 cent under the B.P. Tariff 
and one cent under the M.F.N. Tariff. In the result, in Recommended 
Item V, it has maintained a structure very similar to the existing 
structure, although the rates are based on its recommended rates for 
refined sugar. 


It has also recommended a change in the opening paragraph of 
the item by increasing, from 71 to 75 per cent, the percentage of the 
total of reducing sugars, after inversion, of the total solids by 
weight. In the last fourteen years there have been no imports of mo- 
lasses from Jamaica largely because their contained sugars might reach 
or exceed 71 per cent which would exclude them from item 13600-1 and 
attract the higher rates of existing item 13505-1. 


The Board is recommending a similar change in the corres-— 
ponding criterion in Recommended Items VI and VII. 


Beet molasses is sold by the beet sugar factories. Cane mo- 
lasses, be it Canadian refiners’! molasses or imported molasses, is 
distributed in Canada by five companies; two of these companies are 
subsidiaries of the large British firm Tate & lyle, two are subsidi- 
aries of the large U.S. firm, SuCrest Corporation, and one appears to 
be without foreign affiliation. Freight costs and specialized uses 
bring about a situation where there is little competition between cane 
molasses and domestically produced beet molasses. 


One Tate & lyle subsidiary is the sole distributor of cane 
molasses west of Ontario; in the Quebec and Ontario market, which ab- 
sorbs some 85 per cent of imports, there are two distributors: Canada 
West Indies Co., a subsidiary of the Tate & lyle interests, and Imperial 
Molasses, a subsidiary of the SuCrest organization. There appears to 
be virtually only one major purchaser of blackstrap molasses from the 
Commonwealth Caribbean, apart from Barbados; this is the Tate & Lyle 
group which, through ownership of inland transportation facilities, 
storage facilities and suitable ships, is in a position to purchase 
most of the blackstrap available for export from these countries. The 
result is that the Tate & lyle subsidiary, Canada West Indies Co., 
appears to be able to obtain B.P. supplies regularly while the SuCrest 
subsidiary, Imperial Molasses, usually cannot. Because the destination 
of the molasses is not known at the time of purchase, the prices of 
molasses are not differentiated according to preferential treatment. 
Thus any preferential margin offers but little benefit to Caribbean 
B.P. suppliers and is prejudicial to Canadian purchasers of molasses; 
consequently, the Board, in Recommended Item VI, recommends free entry 
under both Tariffs; in existing item 13600-1 the rates are Free, B.P., 
and one cent per gallon, M.F.N. 
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In Recommended Item VII, the Board has recommended a change 
in nomenclature, to correspond with that in Recommended Item V, by 
increasing from "less than 71" to "less than 75", the percentage of 
the total sugars after inversion of the total solids by weight, Other- 
wise it recommends no change in nomenclature or in the existing rate 
of one cent per gallon, under both Tariffs, for the sugar beet syrups 
classified in the item. 


Recommended Item VIII is intended to cover the molasses known 
as fancy molasses without change in rates. However, the Board recom-— 
mends a change in nomenclature in order to describe more clearly the 
product intended for classification in the item. The Board recommends 
a change in the description in existing tariff item 13700-1 and the 
addition of the words "of the kind known as fancy molasses" while 
retaining the existing qualification "for human consumption only", It 
further recommends the elimination of the existing sulphated ash crite- 
rion because it no longer corresponds with the Food and Drug Regula- 
tions for the product commonly known as fancy molasses, 


Recommended Item IX provides for molasses powder at rates 
commensurate with the Board's other recommendations. Only small quan- 
tities are now imported; all imports are from the U.S.A. The only evi- 
dence before the Board pointed to the product being a high-priced one, 
manufactured only in the U.S,A. and used in animal feeds in Western 
Canada without hitherto providing serious competition to the Canadian 
industry. 


Finally, in Recommended Item X, the Board continues the pro- 
vision for cane or beet syrups, n.o.p., at rates commensurate with its 
other recommendations. 


The Board is recommending the deletion of existing item 
14005-1 which provides for shredded sugar cane. Since the introduction 
of records of imports by tariff item in 1965, no imports have been re- 
corded under this item. Indeed, none of those persons skilled and 
experienced in the sugar trade appeared to know what the product was. 
To the Board, the item appears unnecessary and extraneous to the sugar 
provisions of the Customs Tariff. 
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RECOMMENDED SCHEDULE 


That Schedule "A" to the Customs Tariff be amended by striking 
out tariff items 13400-1, 13405-1, 13500-1, 13505-1, 13600-1, 
13650-1, 13700-1, 13705-1, 1000-1 and 14005-1 and the enumer- 
ations of goods and the rates of duty set out opposite each of 
these items, and by inserting therein the following items, 
enumerations of goods and rates of duty: 


British Most— 

Prefer- Favoured— 
Paris | Goods Subject to Duty ential Nation General 
Item and Free Goods she aga ig Terit? tae tee 


a DuUgar plivOePay suNder such 
regulations as the 
Minister may prescribe, 
when not exceeding 76° of 
polarization 
per one hundred pounds Free ie cts. 45 cts. 


Plus, for each additional 
degree of polarization 
or fraction thereof 
per one hundred pounds ~ LC ras.” isos Ceo 


ay Sugar, under such regula- 
tions as the Minister 
may prescribe, when of a 
polarization of 99.5° or 
more but less than 99.7° 
per one hundred pounds 35 cts. $1.10 61710 


ATT Sugar, when of a polariza- 
tion of 99.7° or more; 
soft sugars such as 
brown, yellow or golden 
sugar; icing sugar; all 
the foregoing, under 
such regulations as the 
Minister may prescribe 
per one hundred pounds’ 80 cts. $1.20 $1.60 


IV pugar, for use in the 
manufacture of wine 
per one hundred pounds 0.8 ct. 1,2 cts, $1.60 


V Invert sugar, and syrups 
being the product of the 
sugar cane or beet, and 
all imitations thereof or 
substitutes therefor, in 
which the percentage of 
the total of reducing 
sugars after inversion 
is seventy-five per cent 
or greater of the total 


Tariey 
Item 


V (Cont'd) 
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Goods Subject to Duty 
and Free Goods 


solids by weight, not 
including syrups in 
receptacles where the 
gross weight of the 
receptacle and contents 
does not exceed sixty 
pounds: 


When the total of 
reducing sugars after 
inversion is equivalent 
to not more than sixty- 
five per cent by weight 
of the total syrup 

per one hundred pounds 


Plus, for each additional 


one per cent or fraction 
thereof in excess of 
sixty-five per cent by 
weight of the total 
syrup 

per one hundred pounds 


VI Syrups, the product of the 


sugar cane, in which the 
percentage of the total 
of reducing sugars after 
inversion is less than 
seventy-five per cent of 
the total solids by 
weight 

per gallon 


VIL Syrups, the product of the 


sugar beet, in which the 
percentage of the total 
of reducing sugars after 
inversion is less than 
seventy-five per cent of 
the total solids by 
weight 

per gallon 


WES Concentrated sugar cane 


juice, partly inverted, 
of the kind known as 
fancy molasses, for 
human consumption only 
per gallon 


British 
Prefer— 
ential 
Tae 


50: cts, 


O77 Set 


Free 


A aot 


Free 


Most— 
Favoured- 
Nation 
fhe ga @aik 


/ SHeCUS. 


413 ice 


Free 


duets 


heey 


General 
Varad t 


$1.00 


La eUs? 


Lb cts; 


pe rennis 6 


lS: cuss 
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British 

Prefer-— 
ie aa py Goods Subject to Duty ential 
Item and Free Goods Tart 2. 


a Molasses powder, without 
admixture or with added 
colouring or anti-caking 
agent 
per one hundred pounds 25 Cbs. 


Xx Syrups, the product of the 
sugar cane or beet, and 
all imitations thereof 
or substitutes therefor, 
He 0s); 
per’ gallon 3.5 cta, 


Most—- 

Favoured— 

Nation General 
Lert. Tarirt 
30 cts. SO) cts, 


bo) CLS, LACUS; 


Member 


SEH f bua 


iat =) pMember 


Ottawa, July 20, 1971 
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Exports and Consumption, 1939, 1945 and 


1954-68 


Refined Sugar of Cane or Beet: Apparent 
Canadian Market, 1965-69 
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Imports: 


Imports: 


Raw Sugar for Refining, 1959-65 


Raw Sugar for Refining Purposes 


and for use in the Manufacture of Wine, 
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Imports: 
1965-69 
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Imports: 


imports: 
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Imports: 
Exports: 


Exports: 
1959-69 


Refined Sugar, Cane and Beet, 


Refined Sugars n.e.s., 1965-66 
Refined Sugars n.e.s., 1967-69 


Glucose, Dextrose and Fructose, 


Molasses, Cane or Beet, 1959-69 
Syrups n.e.s., 1963-69 
Sugar n.e.s., 1959-69 
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puocks, Production, Imports, 
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Imports: Raw sugar for refining, s.c. 101-15(a) 


Importations: Sucre brut pour*ratfinage. ess; 101-152) 


Tariff items ) and 
) 13500-1 13500-2 
Numéros tarifaires ) et 
Total Unit Dutiable Duty 
Yoar imports value value collected 
Importations Valeur 4 Valeur Droits 
totales ltunite imposable percus 
Année ton $t000 6. $/ton $t O00 $000 
tonne milliers $/tonne milliers milliers 
de $ de $ de $ 
Total — Total 
1959)" “Ges073 19599831 Ghee Sp yise). 6,508 
1960 667,522 19 F/6l "755 Loe Deo 
1961” 733285 Bi e677. (OF. 78 SCOT D 9495 
1962 -21G20 (55,753 Seer) DD tS rte 
1963 SiG, 685. 4125 7287. “Pol oe 125 32e/ 6,705 
196h, 56,50) . 00,607 133.07 100, 667 eye 
1965 896,503 53,51) “59007 pio me AE geo 
Commonwealth Caribbean 
Antilles du Commonwealth 
Guyana — Guyane 
Us Lis te Vso «| /3e00 7,683 606 
1960 102,604 8,007 73.0 8,007 636 
1961 129, 384 OE Lvl WO. GL Dig a/b 809 
1962 93; 072 (POD ea 7,140 588 
1963 100, 007 Teel. b59 SU 1 20L 626 
196 125,063 tel 093) Ly p693 vee me 
1965 99,938 OFLL9 | wPGL eS 6,119 seit 
British Honduras — Honduras britannique 
19 ~ - - - - 
1960 om _ pal _ _ 
1961 6,87) WG = 69829 L'76 ha 
1962 fog leds: 500 (BP ME”s 500 hh 
1963 Bygone. 869 262.23 869 20 
1964 187k 200 O62 AL 200 Le 
1965 5,600 328 ish ll 328 Se 


Table 6 
Tableau 6 


Duty as % 
of dutiable 
value 
Droits en % 
de la valeur 


imposable 


oe le = 
SOW @re@.@ |S 
Os a= 00> Ox 


HY 


neh OF OR 3 
WUT SO W WO \O 


fe 


Yoar 


Total 
imports 
Importations 


totales 
Annéo ton 


tonne 


31,158 
iee0 
Ld, 366 
Le eS 

Bye 3> 
aes 
PO >/ 


126,253 
116,659 
ayaos 
116,218 
89,608 
102,065 
88, 887 


$1000 
milliers 
de $ 


es o09 

one) 
3,444 
1,649 
1,920 
L070) 
REAL Sy! 


9,778 
9,234 
8,838 
8,384 
15807 
15,467 
D9 th 


Ue 
valuo 


Valeur a 
Linnite 


$/ton 
$/tonne 
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Barbados — Barbade 


ees 
tee tp 
i (eee 
(epee 
Zoey 
els ear) 
70.47 


5 iA; 
Jamaica — Jamaique 


77 hd 
fi eaks) 
7D AL 
(enn 
76698 
NES ee yh 
O2aitl 


Table 6 (Cont td) 
Tableau 6 (Suite) 
Duty as % 
Dutiable Duty of dutiable 
value collected value 
Valeur Droits Droits en % 
imposable percus de la valeur 
$000 $000 imposable 
nitivers’ midiliers 
de $ de $ 
24 DU9 L9L Baa 
879 U2 Bee 
3,444 210 (ie 
1,649 E3i/ 83 
1,920 9 2.0 
ey 67 Cys 
LsHo5 126 8.8 
Pali ie: Ted 
een aed ee 
Syooe fits pat 
8, 38h qa B55 
15 ooo pyle) Dele 
15,467 626 180 
Dialoney 53h 9.6 


Leeward and Windward Islands - Iles sous-le-Vent et du Vent 


19,610 
13,801 
LD 3 
16,834, 
11,469 
Seu 
Daidile 


Zio lv 
eye 8) 
16,663 
455320 
30,854 
A777) 
55,672 


nL / 
1,025 
31,2 
1,223 
1,671 
625 
216 


iHegele 
gee | 
L365 
fas 
145.74 
Lae 
68219 


1, 5a 120 ae 
1,025 85 8.3 
31,2 73 3.6 
iyee3 103 8.8 
1,671 70 4.2 
625 yh S40 
216 19 a 


Trinidad - Tobago - Trinidad et Tobago 


2,188 
Bs 002 
DaweG 
2,227 
5416 
7482 
3,378 


UIaed 
ioe 22 
(ered 
Vee 
bi ( Pele 
156.62 
60.67 


2188 0 18 
3,963 320 crak 
35520 283 8.0 
Dye me 8.6 
perils 185 erin 
hee 28h oes 
Greile: oo. 9.9 
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Table 6 (Cont'd) 

Tableau 6 (Suite) 

mn Duty as & 

Tota‘. Unit Dutiable Duty of dutiable 

Yoar imports value value collected value 
Importations Valeur a Valeur Droits ae en & 
totales Ltunité imposable percus e la valeur 
Année ton $'000 ~-$/ton $t000" $000 = _Amposable _ 
tonne milliers $/tonne milliers milliers 
de $ de $ de $ 


Total Commonwealth Caribbean - Total, Antilles du_ Commonwealth 


POA 3025 207 cos V(eoo 235475 1,862 Wea) 
1960 296,804 23,109 77.86 23,109 1,830 7.9 
1961 356,237 26,301 73.83 26,301 DAT 8.3 
1962 0301,127 220192. a/3 0 Bo pg 1,859 8.4 
19G3,6 243,487 hiyose, 171300 41,636 15496 30 
1962 293,099 bashes -1h 768 13,343 1,813 is) 
1965 273,626 17,050 62.31 17,050 1,676 9.8 


Other B.P. countries 
Autres pays PB. 


Mauritius and Dependencies - Maurice (ile) et dépendances 


19502 97,006) * eo thee 7580 616 Cue: 
1960) 26,997 2100, “7ele 2,100 183 8.7 
1961 88,225 5,600 63.48 5,600 553 9.9 
1962, OT eee) yal) 69.92 Sy yale, 170 930 
T9653 Sab 9S (656065. 1565 52 8,606 0B 4.O 
196k-- 198,810" 15,008 93, 71 13, 008 38g 6.8 
1965 104,547 6,389 61.12 6,389 633 1047 


Republic of South Africa -— République sud-africaine 


1959 5,600 61 82.10 61 3h tone 
19OO. 22.09 j—0 - geo TOSS 1,828 ERS Fic: 
1961.0 40,226, “267/10 67.037 20 251 9.3 
1962. oe ace (Ones 3,885 358 <P 
963. Sel one apis Deon Meroe: 52 B°k 
1964 95,615 11,946 124.94 11,946 602 5.0 
1965.0 121,835". \ey01 ober le 8,012 786 9.8 
India — Inde 

1959 - ~ ~ - 

1960 pe us = = = 

1961 = = & = a = 

1962 118,79, 8,068 67.91 8,068 800 9.9 
1963) OL VO 16, 31 ee > ec 16,321 723 Lely 
1964, = = e “ss = = 

1965. (58,216) 63,493 60.00 Sys 368 10.5 
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Table 6 (Cont td) 

Tableau 6 (Suite) 

Duty as % 

Total Unit Dutiable Duty of dutiable 
Yoar tmportbs value value collected value 

Importations Valeur a Valeur Droits Droits en % 
totales l'unité imposable percus de la valeur 
Annéo ton $000 $/ton $000 $t000 imposable 
tonne milliers $/tonne milliers milliers 
de $ de $ de $ 
Australia -— Australie 
POSS 19s ehO ~~ IbS0Ok 74.25 iy, COL pees 8.8 
1060 1635712 P 128723 ~~ '69.2h Le 3723 bases: Ae 
U6 Vel she 12,16h. 66.89 12, 10k i Re Beat ONS 
TOG@ sR ley, 280 “195793 ~~ 62.97 ti 793 a6 10.0 
ese. 966 | aby 0. 120.3% bare.) 92h Die 
PGK 229.315 160153 140.36 Sepsis S) 818 LS 
1965 147,484 e5oc. 55,07 8,568 930 LOG 
Pat = Pid ji 
oye 615k ee SCL ie 762 aie Lao 
1960 79,867 6, 4/3 eee sO 6,473 482 Vig h 
Hod = 357051 PE O> el aol Ops) 219 Cef 
Cem Oy ee? Sl29. Clee peley z99 ees 
10626 7/149 oy. gl Oe S510 Algo 5.6 
POG eee. O73 Ho 368- 253,06 1,208 304 iyegil 
£965 6 81-716 183 ° 58,53 4,783 iy ioe. 
Rhodesia — Rhodésie 
1959-62 - - a as = 2 

19655 -621,.026 L565 2216.08 Le bo5 13h Cree | 
1964 = 23,481 GRO Aa eae 7D WAG, Ga 
1965 32,066 LOS lse me) Sie oie 1,808 203 gee 


Tora) other Bb,P., countries — Total, autres pays P.B, 


iE ey 
1960 
1961 
1962 
1963 
1964, 
1965 


1959 
1960 
1961 
1962 
1963 
1964 
1965 


358,260 
p15 5099 
345, 344 
8h, 216 
491,105 
435,294 
545, 866 


660,649 
612,403 
701,581 
esol g 
{el eye 
(ashe 
819,492 


26 , 808 
Ao la3 
223012 
82,5090 
ior 
pra pele, 
33,002 


elas] 
16,232 
19,280 
D4,212 
3-213 
96,133 
50,103 


7h. 83 
(errs 
66.54, 
60.27 
145.75 
ely 
60.55 


(ones 
1d49 
70.24 
69.03 
He RE 
dS ROACAL 
61 Ly 


26 , 808 
ees) 
22,919 
32,090 
TL), 
Det oe 
BeyK oP: 


pO)", 202 
6,232 
49,280 
D4, 212 


aes teen 


96 ,133 
50,103 


2,258 
15969 
opel 
3,093 
3,145 
ea ihe 
3,492 


Reales 
3710? 
1,364 
1,952 
4641 
1,576 
5,168 


(BD) Sy => Nel No) (o6) (60) 
OIE ON Nt Oe 


Total British Preferential - Total, préférence britannique 


OF FOMNMM 
WSS) Oe) [=P MS) AS) 289 


4 
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Table 6 (Concl td) 
Tableau 6 (Fin) 


Duty as % 
Total Unit Dutiable Duty of dutiable 

Yoar imports value value collected value 

Importations Valeur 4 Valeur Droits Droits en % 

totales Ltunité imposable percus de la valeur 
Annéo 46n $t000 = $ /ten $t000 $000 _imposable__ 
tonne milliers $/tonne milliers milliers 
de $ de $ de $ 
Other Countries 
Autres Pays 
Cuba — Cuba 
LOB eo yi) eee 63.46 55548 2,388 £3.08 
1960 ° 955,120 35629 64.02 35529 Veg) A2.4 
1961 JP 39,489 “ese O2Wep 2,462 O71 GIS, 
1962 15,904 821 51. 62 821 425 DLee 
1963 69,726 10,975 LO eth 10s 910 1,894 fee 
1964, 280 28 98.24 28 8 3050 
WUOSU A wpLpeebar wise Loe 90 oye 1,930 neg: 
Other countries - Autres pays 

1969. = - - - - - 
1960 - - - ~ ~ ~ 
1961 Pale 125 5.51 125 60 48.2 
LG Os 720 5.83 720 356 ie Be 
1963 6,307. 23098 a72285 1,098 ig fa 526 
196h B1,432 14);506 164.26 1, , 506 oD 16:3 
ROGS: he se20 26Y. Gao 287 158 ea 


(a) Beginning in 1966 included in s.c. 101-19, "Raw sugar? 
a) A compter de 1966, compris dans c.s, 101-19 "Sucre brut" 
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Table 7 
Tableau 7 


Imports: Raw sugar for refining purposes and for fens in the manufac-— 
ture of wine s.c. 101-15 and s.c. 101-198) 


Importations: Sucre brut pour raffinage et pour la fabrication du 
ne c.s, 1Ol-15.eb ¢.8:. 101-19 2) 


Tariff items ) and 
) 13400-1, 13500-1 13500—2 
Numéros tarifaires). et 
Duty as % 
Total Unit Dutiable Duty of dutiable 
Yoar imports value value collected value 
Importations Valeur 4 Valeur Dyoits Droits en % 
totales ltunité  imposable percus de la valeur 
Année ton $* 000 $/ton $1000 $000 imposable 
tonne milliers $/tonne milliers milliers 
de $ de $ de $ 
Total -— Total 
Loy Wp l,020 56,610 ~ 7h s65 56; 810 6,550 Ae 
W502 679,919 50;6077 hed 50,677 ee) 1035 
Tei (55,150. SR, 729 69.82 23 129 5 52h 105 
Woe 830,675 56,926 69.53 56,926 5,808 1Oe2 
1963 Boy Ol 126, (oy oie 126735 6,886 alt 
toy (763,902 LOL S69" 139555 101, 869 Super ae Dae 
1965 ie, 021. Soe3k 6049 Be eon O19 Ue IS 
W966, 850,0h0 44,873 52.75 Lh, 873 ee 15,6 
Pee 980,795 ki (> erste Ly'ls Osho 7,883 Mery. 
Dace Ghj,090) kbO,ntl ASs.9/ 465411 6,862 1G 
To 7el,03.257 70,287  o7.o4 10,287 8, 35k Lig 
Commonwealth Caribbean 
Antilles du Commonwealth 
Bahamas — Iles Bahamas 
1959-68 - - - - ~ - 
1969 5,045 33 6G 229 334 ge SPs 
British Honduras -— Honduras britannique 
1959-60 - = - =. = es 
1961 6,874 76 69.29 176 42 8.7 
1962 GAN Be HOO. ‘7Oe1e 500 hh Sef 
1963 ob onWh B69 262.23 869 20 BS 
1964 lieey A 200" 106.771 200 abi 5.6 
1965 5,600 B28, So e5i. 328 23 10g. 
1966 85254, 48h 58.66 Leh L9 ste val 
1967 18,398 L,035 56 2k Da ays) 16.9 
1968 cpa Ly 5 RIS ot OR 52.46 Les. 130 LR ay 
1969 Piss Ls Jol | (oaos te au 146 eo 
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Table 7 (Cont td) 
Tableau 7 (Suite) 
Duty as % 
Total Unit Dutiable Duty of dutiable 
Yoar imports value value collected value 
Importations Valeur 4 Valeur Droits Droits en % 
_totales _—«—s»-— _i'tunité imposable percus de la valeur 
Annéo ton on .—-—Ss $000 Kone $t O00 $000 imposable 
tonne milliers $/tonne milliers milliers 
de $ de $ de $ 
Guyana -— Guyane 
hy ey TOL, 619 997 plowed (eto h he: 64h, ml 
1960 105 ,890'6,2"76 78.16 8,276 670 Seal 
1961 oe. LS eH, yeep alls ou 833 8.9 
1962 05 06.1 = 27302 76.82 HAG 9?. 605 Sp. 
1963 100,818 16,057 159.26 165057 632 B69 
1964, 120175 ease. MAS Luo 800 ie 
1965 LOLPO6E. oF 21 61.48 aya, 639 LORS 
1966 Le oe Ube i16 5G. Ol: 6,416 Weel. Le 
1967 98,026 4,988 50.89 4,988 631 A Oy! 
1968 69,066 3,349 48.50 Sry y, io 1S 246. 
1969 41,640 2,964 (hed? 2,964 263 8.9 
Barbados — Barbade 
59 BY,161. 2,509 FE ep cal 2,309 191 Spe 
1960 1),4/60 By9 eho 879 72 Bee 
1961 Gloom ry an es oP) 3,444 ee faye’ 
1962 22,55 SE Ch9 ype oye cal 1,649 377 Sas 
1963 Spel eR LS9ZO) V2o38, 1,920 9 206 
1964 die 1875 eee7 L,o75 67 3.0 
1965 BO, 955i) > Weta oe. AT is) 126 8.8 
1966 12,292 797 6h.86 797 D> 9.5 
1967 PO. 320) dy o33 62 1,883 180 9.6 
1968 ~ S = = a 
1969 _ _ ~ = - - 
Jamaica — Jamaitque 
te is 126,253.99 y re ois Pe Eh Pais) eli Veg 
1960 116, 659 (95234 79.6 peer el, ris) 
1961 LL 9S Veo tyes 8,838 715 seh 
1962 L1G, 218) 2538, Paws 8, 38h pail She 
1963 89,070 Fo,877 Wey Mavi 56 Dele 
1964, 102,065 P5267. Lo1esn 15,467 626 ESS) 
1965 88,887 5,57 oo aTe epee dd 53h 9.6 
1966 108,343 *6;227 Dil ole by2e7 656 Le 
1967 9,865 2,857 PW ibe ® 2,007 308 10.8 
1968 70,53 (oe (65> Deo 3, (05 125 1a 
1969 23,936 “23016 oy 2,ClG 146 Hees 


Yoar 


Annéo pen 


Ue 
1960 
1961 
1962 
1963 
1964, 
1965 
1966 
1967 
1968 
1969 


nyo 
1960 
1961 
1962 
2963 
1964, 
1955 
1966 
1967 
1968 
159 


Total. 
imports 
Importations 


tonne 


19,610 
13,801 
(Bey) 
16,834 
11,469 
Deol 
Oe be 
S012 


27,570 
D1,980 
16,663 
455320 
30, 854 
47,77) 
Do9 112 
BBs ace 
18,924 
31,289 
ew 


totales 
~ £1000 


de $ 


ee 
E025 
8h2 
vee 
071. 
625 
216 
Sey 


2,188 
3,963 
320 
3,227 
By NES) 
7482 
3, 38h 
1, 880 

970 
THA 
P20 


Unit 


value 
Valeur a 
Ltunité 

$/ton 
milliers $/tonne 


Leeward and Windward Islands 


(Feels 
Thee? 
sO 
72.67 
1A). ‘7h 
WSs 
68.19 
67.56 


ON 
(ope 
TDeo7 
(ee 


Total Commonwealth Caribbean 


Total, Antilles du Commonwealth 
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Dutiable 
value 
Valeur 


imposable 
$t000 
milliers 


de ¢ 


- lles sous-le Vent et du Vent 


sho 
1,025 
31,2 
L223 
1,67: 
625 
216 
555 


FARM ses 
34963 
3,526 
Beer 
5,416 
7,482 
3,38), 
7,650 

970 
Tn 
1,338 


OE 


1959 
1960 
1961 
1962 
1963 
1964, 
1965 
1966 
1967 
1968 
1969 


306,213 
300, 090 
358, 766 
303,112 
2h, 366 
29h, 611 
2 (5 850 
283,59) 
Op, 536 
cy Pais oi 
110,656 


Zora 
Pie ee ifs) 
26,511 
22,285 
eae 
435496 
ae 51. 
16,356 
a/b 
10, 002 

8,586 


INOS 
ago 
(eae 
(Ene 
nee ee, 
17.64, 
62.40 
5108 
dhe 70 
52200 
(hire: 


Hem ier 
Psa (5 
26,511 
22,285 
41, 811 
Wo .kO6 
is 
16,358 
Dou 
10, 002 

8,586 


20 
85 


Trinidad and Tobago - Trinidad_et Tobago 


ye) 
Bye) 
283 
ae) 
135 
28h 
336 
202 
1th 
188 

93 


1,900 
1, 864, 
D215 
Wyse 
Ly DUD 
ie32 
1,686 
yey) 
1,407 
1,180 

681 


SO ON OO MOR 
DON 2) 9) (09s ONO | ee 


OMOWOAON AFT FOO 


Table 7 (Cont'd) 
Tableau 7 (Suite) 
Duty as % 
Duty of dutiable 
collected value 
apenas Droits en % 
pereus de la valeur 
$000 imposable 
milliers 
de $ 


ES LO Cok TONS SINGS 
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Table 7 (Cont 'd) 
Tableau 7 (Suite) 
Duty as % 
Total. Unit Dutiable Duty of dutiable 
Yoar imports value value collected value 
f Droits en % 
Importations Valeur a Valeur Droits 
re ; de la valeur 
ep totales ltunite imposable percus ate islio 
—— ton $t000  $/ton $1000 $000 - ROBO AS 
tonne milliers $/tonne milliers milliers 
de $ de $ de $ 


Other B.P. countries 
Autres pays P.B, 


Mauritius Dependencies — Maurice (Tle) et dépendances 


1959. 97, 306 7,580 Wee: 7,580 616 you 
1960 28,997 2,100 yeeiial 2.00 183 8.7 
1961,-° 88;225 5,600 63.48 5,600 Sie 9.9 
1962 9) 7h, 388 ye 69.592 Dyes 170 8. 
96S Sh 980 8,606 156.53 8,606 34,3 4.0 
1964 138,810 13,008 93 7 9 13y00e 889 6.8 
1965 104,547 6,389 62 14. 6,389 683 6 Sy, 
1966 95,067 5 pl aul Se i 5,127 622 12. 
1967 54,903 2,880 52.6 2,880 3h7 ibe t 
1968 139,523 5a Be bs bles (rise 883 weaes 
1969 223 879 9 tee 63.41. Jh,126 yg ey 10.0 
South Africa -— Afrique du_Sud 
1959 5,600 61 82.1.0 L61 3h ioe 
190i, 22 098 1,828 WG ehg 1,828 15 te 
1961 40,226 PTO 67054 2, 710 eigal 9.3 
LOGS 55 5925 3,885 "ge3 3,885 i) oil 
1967 087,256) 169969 Leases 15; 969 pan Oa 
W6E4195,685-" LOLS ) l2neor, | 11, 96 602 50 
1965 - 121,835 B02 65.76 8,012 786 9.8 
196e sh5,, 730 7,003 48,06 7,003 932 Li a 
1967 9296, 292—. 2o.09 7) 50.610 ~ 15,097 Ana on 
1968 322,579 16,410 50.96 16,440 2,046 1? se 
1969 236,97. 17,02? (eRe a way Nees: not 8.6 
India — Inde 

1959 = - ~ - 

1960 = = a = rs 

1961 bs = é ~ = 

1962 118,819 8,069 67.91 8,069 800 9.9 
1963" "10k, (97> to, LoS Oa el6, 327 725 Lok 
1964, < a = = ~ - 

O65 58.216 37893 60.00 ery lye 368 10.5 
1966 56,239 25938 S229 2,938 356 1 Seed 
1967 66,054 eae 19.62 3278 18 ase 
1968 13,009 602 46.26 602 82 37 


1969 


Total. 
Yoar imports 
Importations 
totales 
Annéo ton $t000 
tonne milliers 
de §$ 
1959-68 - - 
1969 =12,855 879 
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Table 7 (Cont td) 
Tableau 7 (Suite) 
Duty as % 
Unit Dutiable Duty of dutiable 
value value collected value 
Valeur a Valeur Droits Droits en % 
ltunité imposable percus de la valeur 
$/ton $t 000 $000 _imposable _ 
$/tonne milliers milliers 
de $ de $ 
Uganda ~ Ouganda 
68.41 879 92 LO ch 


Commonwealth Africa n.e.s. -— Afrique du Commonwealth n.d.a. 


1959-68 - 
1969 34,205 
O56 1935810 
1960 183,742 
1961 181,842 
16>” 1874363 
1963 145,968 
heyes en beds Pasa a 
1965) A eh 
1966 116,192 
19677 11735200 
1968 159,610 
1969 241,347 
bo G1, 51h 
1960 79,867 
a0o1s* 35,051 
1962 = 48,229 
1963 7'7514,9 
1964 48,073 
1965 81,716 
1966 46,487 
1967 84,469 
1968 97 62,413 
1969: 283,203 
1959-62 = 
1963 0bO21 126 
1964 23,481 
1965 32,066 
1966 =16,447 


1967-69 = 


2,778 


Sleee 2.778 


216 tae 
Australia -— Australie 
Pao 1), 0OO4 Laon, 6.0 
Ofek Tey L158 rat 
66.89 Te eed peers PS) 
62.97 Ta te ays 10.0 
120F3 7 pen 92h, Ae 
IL0..38 loyal eet 818 Lae 
58.09 8,568 vo 10.9 
19.03 5,696 735 12 
hah 73k7 1,096 ghey 
LPS ba 6,922 1,010 IDEs 
D8 .h8 14,113 1,527 1028 
Pag — Pid7i 
A giegits he oe oye (ee 
S05 6,473 482 ae 
71.46 B05 219 Be 
64..87 See 27 9h 
LL e088 8,5'70 L'79 eye ® 
1535606 7,388 304 Hel 
Doaao hn /83 ply, 10.8 
ge pallite) PLEO S 29k, 10.9 
yee Ba 720 See) Uns 
48.19 3, 009 39> sey! 
67.19 5,270 oe. Ost 
Rhodesia — Rhodésie 
216.08 to565 134 ao 
aay ees Lh? o 
56.38 1,808 203 Liv 
49.08 807 104 12.9 
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Table 7 (Cont'd) 
Tableau 7 (Suite) 
Duty as % 
Total. Unit Dutiable Duty of dutiable 
Yoar imports value value collected value 
Importations Valeur a Valeur Droits Droits en % 
A tier emer ae aaa oan de la valeur 
nnoo ton *000 ton *O000 tO00 imposable 
tonne milliers $/tonne milliers milliers 
de $ de $ de $ 
Total other BP. countries 
Total, autres pays F.B. 
1959 358,260 26,808 7h. 83 26,808 2.256 Sale 
L96GM 315,599) 23,123 Meet eos ded 1,969 S55 
1961 Bho, 3, ees 7 9 66.54 Pray ifs) get Zap 
1962 WSL 32-32; 097 66.27 B2,097 3,094, 9.6 
1963 491,278 71,597 145.74 oT 3,149 Lek 
MOK 9355298 952.790, 121,27 52,790 2,763 5.2 
L7O5' 5157866 ~ 33,053. “60755 Bog 008 3,492 10.6 
1966 476,162 24,276 50.98 2h, 276 3,044 1235 
1967 490 (63920 1325827 L7S76 Bese 1 1,313 A323 
1968 697,168" 24,108 48.92 3h, 108 hy h16 dy 
1969 846,036 56,166 66.39 56,166 D229 ys: 
Total British Preferential 
Total, préférence britannique 
1959, 6045173 . 50,599 76215 20,979 4,158 See 
1960), 615,689 20,501 (ae De 46,501 3,833 See 
19GL.  7OWSA1L0 29,490 NOs? 19,490 1,389 Bie) 
1962 787,436 54,382 69.06 5h, 382 4,970 pies 
1963 735,644 113,408 154.16 113,408 1,652 Al 
1964 729,905 96,286 131.92 96 , 286 585 4.8 
1965 8201-722. 1502201, 61017 50,204 Sen 1053 
1900 WI59V7 57 *hOVGBL P5aIrs 40,634 4, 803 Lime 
1967 891,460 4,061 LS ke AS hh, O61 D220 i er) 
1968, 209752 tO Lead A, LLO 5,596 1H. 
1969 956,692 64,752 67.68 64,752 6,040 9.3 
Other Countries 
Autres Pays 
Cuba — Cuba 
Wesel 96,540: “Mo pe 8 | 64.33 Sipe al 2,392 Bisa 
1960 Dies we ky / 65,03 4,177 1,498 el! 
TOGO 039, 502 Tae ie> 62.34 2,463 ‘begeyal Looe 
1962 Ve e52 910 52.68 910 Py at spel. 
1963 7heil57 11,631 “15685 113632, 2,060 diya Hi 
1964 280 28 98.2 28 8 30.0) 
1965 Sas Sh Oe Mog y so] Ah. 40 5 209 Ewe sayh 
1966 72,058: 2e2.970 piee2 re eae 1913 64.4 
1967 U1,090 Geos 009 39500 3,009 ee 26 O10 
1968 Dese4) Be. oD Bea 7. 23035 13106 Diee 
1969 Nas ado 5,046 02557 5,046 2,119 42.0 
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Table 7 eo! 
Tableau 7 Fin) 
Duty as % 
Total. Unit Dutiable Duty of dutiable 
Yoar imports valuo value collected value 
Importations Valeur 4 Valeur Droits “Droits en % 
totales 1ltuniteé imposable ercus de la valeur 
Amnéo ton $1000 $/ton $1000 BTOOO impogable 
tonne milliers $/tonne milliers milliers 
de $ de $ de $ 
Other countries — Autres pays 
ry o0 = = = = = = 
1960 - ~ ~ - - - 
1961 ake 9 (4 776 67,03 776 6h, B52 
1962 20,057 | SAG Gos O28 15633 361 ea 
1963 da. | AOS a) 1 Ae ye l 17h kere 
1964, Boel, soyooe. 6h (8 ey awe, 738 Bis ee: 
eee ie et ie Us727 168 9.8 
1966 18,825 1,269 67.41 1,269 277 21.8 
1967 12,205 o> 41.37 DOD 328 See 
1968 5,880 267 15.38 Or, 160 59L9 
1969 alos: axe) 68.20 L489 19> 39uS 
(a) To 1965 inclusive s.c. 101-15 "Raw sugar for refining" 
To 1965 inclusive s.c. 101-19 "Raw sugar n.e.s." 
From 1966 to 1969 s.c. 101-19 "Raw sugar" 
a) Umeou's 1965 incy cs... "oucre rut, pour raifinage™ 
peequ's 1965 mhc, cs, 1L-19 “Sucre brut n.dsa." 
A compter de 1966 4 1969, c.s. 101-19 "Sucre brut" 
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Table 8 
Tableau 8 


Imports: Refined sugar, cane and beet s.c. 101-394) 
Importations: Sucre raffiné de canne et de betterave c.s. 101-392) 


Tariff Item ) 
)13400-1 
Numéro tarifaire 


Duty as % 
Total Unit Dutiable Duty of dutiable 
Yoar imports value value collected poe EBS 
Importaticns Valeur a Valeur Droits Droits en % 
totales ltunité imposable  percus de la valeur 
Année 1000 lb $t000 = $/cwt $1000 $000 _imposable__ 
milliers milliers $/gtl milliers milliers 
de liv. de & de $ de $ 
Total -— Total 
1965 1,68 132 7.80 192 22 16.9 
1966 SOL Ae Tet Pe Pe Bly eg 
1967+ 6,031 "500 8.29 500 66 ee 
1968 6,424 530 3.25 530 72 ny 
1969 810 82 LG 82 Lo Lise 
United Kingdom - Royaume-Uni 
1965 1S @, 109 9.09 109 L3 L220 
1966 2,886 els he euls PAGS bay 14.6 
1967 6,018 L97 8,26 L97 66 Lys 
1968 6,128 506 8,26 506 67 a 
1969 139 16 oe 16 2 LO 
United States - Etats Unis 
1965 15 4 9.10 4 1 20.5 
1966 129 ly, 3 A yy 2 Slike Weis: 
1967 le 2 Ee Pe. z * (ee: 
1968 1h2 18 12.89 18 S iS 
1969 250 Sy 13.93 ee) 3 ARG ls 
Other countries — Autres pays 
1965 AAT Le 4.18 18 8 is ir 
1966 = = = i = = 
1967 a * Lirias % * Loe 
1968 Besy hs 5 3) 36 D 3 : pier 
1969 pa 6 32 Phe we: Se 8 Pog Fee? 


(a) Prior to 1965, included in s.c. 101-49 "Refined sugar" 
a) Jusquten 1965, compris dans c.s. 101-49 "Sucre raffiné" 
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Table 9 
Tableau 9 
imports: Hefined sugars. n.¢.s., S.c. 101-48) 
Importations: Sucre raffiné n.d.a., c.s. 101-48 % 
Tariff Items and 
13505-1, 13800-1, 71100-1 92943-1 
Numéro tarifaires et 
Duty as % 
Total Unit Dutiable Duty of dutiable 
Year imports value value collected value 
Importations Valeur A Valeur Droits Droits en % 
totales ltunité imposable ercus de la valeur 
Année = 000 1b $t000 $/owt scare aes imposable 
milliers milliers $/qtl milliers milliers 
deliv, des de $ de $ 
Total =— Total 
1965 13,984 dae: Senee 1160 196 16.9 
Boob 17,992 “L,607 8.93 ou 26h, ie 
United Kingdom — Royaume—Uni 
1965 i220 Sh oweys Sh 9 1132 
1966 528 36 6,81 36 A 2 de 
South Africa -— Afrique du_Sud 
1965 88 ) Pye 5 1 Ue. 
1966 Ah 2 pyr a as Loe 
United States — Etats-Unis 
1965 12,356 1,080 Pu e) 1 O20 176 dahee 
1966 17,22h Tee pe O70 sap Oe a Pape bE NS: 
Other countries -— Autres pays 
1965 309 bP 16.85 52 9 Bayes 
1966 195 a5 18.00 35 6 1539 


(a). Beginning in 1967 included in s.c. 101-43 "Glucose, Dextrose 
and Fructose" and s.c. 101-48 "Refined sugar n.e.s." 


a) Depuis 1967 compris dans c.s. 101-43 "Glucose, dextrose et 
fructose" et c.s. 101-48 "Sucre raffiné n.d.a." 
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Table 10 
Tableau 10 
Imports: Refined sugars n,e.s,, S.C. 101-he64) 
Importations: Sucre raffiné n.d.a., c.s. 101-484 
Tariff Items ) and 
)13505-1, 13800-1, 71100-1 92943-1 
Numéros tarifaires) et 
Duty as % 
Total Unit Dutiable Duty of dutiable 
Year imports value value collected value 
Importations Valeur 4 Valeur Droits Droits en % 
_totales _l'unité imposable percus de la valeur 
Année 1000 1b $000 $/cwt $000 $000 imposable 
milliers milliers $/qtl milliers milliers 
de liv. de $ de $ de $ 
Total - Total 
1967 268 3 16.06 AL 8 16S es 
1968 352 5h tts, 5k Je 18.6 
1969 Dao oS Ler le oF Le oer 
United Kingdom - Royaume—-Uni 
1967 8 ul 105.59 it « oe 
1968 De 4 6.80 4 * de 
1969 19 2 12.98 As 4 LO 
United States - Etats-Unis 
1967 20 4 21.86 e * 16,5 
1968 26 6 Ceres 6 di 19.35 
1969 34 5 Le sD 5 1 div Jorn 
Other countries - Autres pays 
1967 240 38 LS aH fe Bie fi} BS AS 
1968 pag eh 45 LOntis 45 a chet 
1969 547 92 to 73 92 14 15.2 


i Prior to 1967, comparable figures not available 
a) Antérieurement 4 1967, aucun chiffre comparatif disponible 
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Table 11 
Tableau 11 
Imports: Glucose, dextrose and fructose s,c, 101-13 64) 
Importations: Glucose, dextrose et fructose c.s. 101-434) 
Tariff Items ) and 
) 13900-1 9293-1 
Numéros tarifaires) et 
Duty as % 
Total Unit Dutiable Duty of dutiable 
Year imports value _value__ collected _ value __ 
Importations Valeur a Valeur Droits Droits en % 
totales l'unité imposable percus de la valeur 
Année 000 lb $t000 $/owt $*000 $000 _imposable 
milliers*miligers $/qtl  williers milliers 
de liv. de $ de $ de $ 
Total - Total 
1967 19,091 1,698 8.90 676 PA gs) L636 
1968 20,949 1,846 8.81 UE tee al 301 16.8 
169 27,657 2,212 5.0> esalies: LO7 18.6 
United Kingdom - Royaume-Uni 
1967 631 43 6.89 43 > Eo 
1968 801 50 6.19 50 6 eae 
1969 Pen | 1S) pee rr 2 Dr, 
United States - Etats-Unis 
W967. 16,373 2,643 eye) L022 272 16.8 
1968 20,062 1,787 8.91 1,738 295 16.9 
1969 27,563 2,218 3.05 LOD 4O4 Ley 


(a) Prior to 1967 included in various statistical classes 
a) Jusquten 1967 compris dans diverses classes statistiques 


Imports: Molasses, «cane or béeu, .sscs 101-70(a) 


pak 


Taole:edie 
Tableau 12 


Importations: Mélasse de canne ou betterave, c.s. 101-702) 


Tariff Items 


) 


)13600-1, 136501 


Numéros tarifaires) 


Year 


a7 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 


Commonwealth Caribbean 
Antilles du Commonwealth 


1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 


Total 


imports 
Importations 
totales 


14,339 
17, 540 
20, 968 
15,715 
20,746 
23,801 
Z qo 
23,397 
34, 100 
28, 293 
23,215 


4721 
6,351 
1,786 
3,20) 
3,734 
2,515 
Ayo 
pete, 
7,847 
7,091 
4,296 


de $ 


2,049 
1,580 
2,610 
Biers 
5,180 
See: 
ie 
4,348 
er 
5,672 
1, , 360 


52h 
487 
569 
1,0 
980 
133 
205 
663 
1,A5h 
1,247 
710 


Unit 
value 
Valeur a 
ltunité 
Année 000 gal. $1000  $/gal. 
milliers milliers 
de gal. 


lotad — Total 


o tly 


ew? 


and 


et 


Dutiable 
value 
Valeur 


imposable 
$1000 
milliers 


de $ 


530 

680 

788 
1,190 
1,188 
1,554 
1,355 
mee ice 
2,575 
2,036 
1520 


Guyana - Guyane 


13'700=L 


Duty 
collected 
Drovys 
percus 
$1000 
milliers 
de $ 


Duty as % 
of dutiable 
value 
Droits en % 
de la valeur 


imposable 


Wn AEWA OO 
Ory (OS LOS) Sj (eo) Ai (Oey NO) 
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Table 12 (Conttd) 
Tableau 12 (Suite) 


Duty as % 
Tota‘) Unit Dutiable Duty of dutiable 
Yoar imports value value collected value 
Importations Valeur a Valeur Droits Droits en % 
totales ltunité imposable ercus de la valeur 
Annéo 1000 gal. $1000 = $/gal. $1000 000 imposable 
‘milliers milliers milliers milliers 
da gal, exo de $ de $ 
Barbados — Barbade 
59 2,916 626 eo - - 
1960 _ ~ - - = = 
ie oe7 385810 2 2 : 
1962 + % .25 = a oe 
1963 ne nao wae = = ~ 
1964 Bphos, 1,695 ekg = cS = 
1965 Be 33> 66 _ _ - 
1966 ee 1056 66 * * O04 
1967 tka. SLI ie = - o 
1968 Dyeuke ~ 1. 200 c07 ~ - = 
1969 Phen: 822 Pe S| “s * = 
Leeward and Windward Islands -— tiles sous-le-Vent et du Vent 
1959 120 LS Peek - - ~ 
1960 591 Le .08 24 3 shee 
1961 - - _ ~ - o 
1962 600 96 mais - ~ - 
1963 875 ZU a2 Gs = 
1964 - ~ - ~ - 
1965 80 81 yl He) - _ _ 
1966 280 ae a _ - ~ 
1967 609 116 19 ~ - - 
1968 ~ ~ ~ ~ - - 
1969 - ~ ~ ~ - - 


Trinidad and Tobago - Trinidad et Tobago 


1959 Pe wis 355 218 — = = 
1960 4,910 390 .08 = = = 
1961 5 aL oo Bs! bs: = - - 
1962 3,016 op 14 = = = 
1963 8,081 1,903 2k - ~ ~ 
1964, boo, a, 08D ay - ~ - 
1965 7,264 738 a6 - - - 
1966 OAS, UAVS ae = = - 
1967 PyOd lg hh 19 = = - 
1968 5763 930 mal - - ~ 
1969 6,396 1,086 Aly = i = 


Your 


Annéo 


Total 


Imports 


Importations 
Totale 


de $ 


Unit 
value 
Valeur a 
Lltunité 
1000 galie $000 $/eai% 

milliers milliers 
de gal. 


pik 


Dubtiable 
value 
Valeur 
imposable 
$000 
milliers 
de $ 


Table Le 


(Conttd) 


Tableau 12 (Suite) 


Duty 


Droits 


percus 


$*0Q0 


milliers 


de $ 


Duty as % 
of dutiable 
value 
Droits en % 
de la valeur 


_imposable __ 


Total Commonwealth Carribean - Total, Antilles du Commonwealth 


ty Sy, 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 


Ounerwes 


1959-63 
1964 
1965 
1966 
1967 
1968 
1969 


10,709 
115853 
13,959 

7,380 
14, 264 
12,538 
12,709 
16, 503 
17,148 
14,499 
1g ns 


1,519 

92k 
1, 686 
wey 
3,583 
3,214 
2,359 
2,943 
3,864 
3,177 
2,617 


P. countries 
Autres pays P.B. 


Mauritius and Dependencies - Maurice (ile) et dépendances 


ieee 
1225 


ay Ba 


385 
67 


Zot 


oe 
209 


eM 


Wo 


south Africa - Afrigue du_Sud 


LG 
yD 
LO9 
LS 


(ae 
56 


O04 


lie 


Table 12. (Contd) 
Tableau le (faite) 
Duty as % 
Dutiable Duty of dutiable 
value collected value 
Valeur Droits Droits en % 
imposable percus de la valeur 
$000 $000 _imposable__ 
milliers milliers 
de $ de $ 


Other countries -— Autres pays 


Total ovtner B,P. countries’ — Total, autres pays P.B. 


Total Unit 
Yoar imports value 
Importations Valeur 4 
totales Ltunité 
Annéo "000 gal. $000 $/gal. 
milliers milliers 
de gal. de $ 
Wal: = = = 
1965 33/20 Bie ith 209 
1966 - = - 
1967 - - - 
1968 530 67 28 
1969 35 1.92 oe ole 
1959-60 - - - 
1961 ise 136.09 
1962 1,516 (Gian eae) 
1963 oa 409,21 
1964 Loe 7? 563 Apes 
1965 Wie evel 08 
1966 ~ ~ ~ 
1967 1, 603 no is 
1968 S262] Lo ae 
1969 Eee 432 abs, 


Total British Preferential - Total, préférence britannique 


1959 105 (09 
1960 pigeo> 92h 


1961 1D, 50  iee22 
1962 8,896 d202 
1963 wo;205 Se 


1964, Lees) 3 e777 


1965 7760) Videtor 
1966 eos 229s 
1967 21,751 4,576 
1968 18,125 363k 


1969 TSE 3,049 


Most Favoured Nation 
Nation la plus favorisée 


1959 1,088 164, 
1960 1,747 192 
1961 Vee 170 


1962-69 = = 


ah 


AS) 
ees 
wO 
NO 


Cuba — Cuba 


oo 
aed 
Sakae 


164 aiib 6.6 
ne ale? Tet 
170 ay Pe 
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Table Le" (Cont'd) 
Tableau 12 (Suite) 


Duty as % 

‘Total Unit Dutiable Duty of dutiable 

Yoar imports value value collected value 
Importations Valeur 4 Valeur Droits Droits en % 

totales Ltunité imposable percus de la valeur 

Annéo '000 gal. $000 $/gal. $t000 $1000 | imposable 
milliers milliers milliers milliers 
de gal. de $ de $ de $ 
Dominican Republic - République Dominicaine 
L959 423 5k a3 5k 4 (3) 
1960 BAAS 108 LO 108 fot Oe 
1961 - - _ - - - 
1962 660 159 aly LDF 7 jrea 
1963 Ale A7h peo A7h Bey eo 
1964 bee ays, 626 tall 626 15 205 
1965 Byon9 628 we 628 ao SAS: 
1966 776 poo mail Dy. 8 a0 
1967 903 176 33 476 9 1 | 
1968 81.6 64, 5 64 8 ine 
1969 706 281 ne) 281 v Zed 
Puerto Rico — Porto-Rico 
Loy = “ng - = = 
1960 529 47 209 47 > Le 
1961 1,986 237 ais 237 20 8.4 
LOG A Uh 2 2 68h Bi Ne) 68h 43 652 
1963 L,605 B92 eu 392 16 heek 
196 4,013 570 aes 2’) LO (ee 
1965 Nibpa sig 0) 130 O09 130 15 3 
1966 2,528 306 2 306 2) aoe 
1967" heh 891 BAe: 891 49 Die 
19GB) "2,036 339 og a bag 20 6.0 
Lo69  2s0h7 150 wk Le 10 Lev 
Mexico — Mexigue 

1959-61 + = et = = - 
1962 369 58 516 58 im 6.4 
1963 - - ee - - - 
1964 - - - - - - 
1965" 271,600 146 O09 146 16 Le 
1966 =1, 730 278 16 278 17 6.2 
L967 2,893 456 $16 456 29 63 
1968 4,546 670 15 670 15 6.8 
L969 3,452 463 3 463 35 tae 


aL 


Table 12 (Concltd) 
Tableau 12 (Fin) 


Duty as % 
Total. Unit Dutiable Duty of dutiable 
Yoar imports value value collected value 
Importations Valeur a Valeur Droits Droits en % 
totales ltunité imposable ercus de la valeur 
Annéo 1900 gal. $'000  $/gal. See aie imposable 
milliers milliers milliers milliers 
de gal. de $ de $ de $ 


United States -— Etats—Unis 


1959 2,119 311 mals 311 21 6.8 
1960 2,047 285 Pil 285 20 ee 
1961 2,02) 381 19 381 20 aye 
1962 1,518 290 19 290 15 a: 
1963 eee 322 226 322 i 3.8 
1964 1,407 os) 220 Cp, a5 ae 
1965 EG 202 teat ree HO ef opel 
1966 1,861 27 £23 L27 19 hod 
1967 Je We Me, 5he2 ne pia 23 Wee 
1968 2,70 565 aya 563 ek) 6.9 
1969 1,076 A? ar Kall7 Ze De 


Other countries — Autres pays 


1959 . : = - : Z 
1960 249 24 bo 2h Zz Oe 
ieAl-66- x & : ‘ a 
1967 Te50., 225 15 210 15 7.5 
1968-69 == — a = a = 


Total Most Favoured Nation - Total nation la plus favorisée 


1959 Seely 530 15 530 36 6.9 
1960 5,687 656 te 656 57 8.7 
1961 Dee 788 Pat 788 pe fie: 
1962 6,819 1,190 snl 1,190 68 sia 
1963 L542) hs 26 1,188 45 oe 
1964 Cook 55k pee es fat iS 
1965 tee LESS oii ee 81 6.0 
1966 6,894 1,404 20 1,404 69 hed 
1967 12,350 27590 el 2,575 125 4.8 
1968 10,168 2,038 20 2,036 113 ST. 
1969 B,6el, Iai 19 1 B20 7h 5.6 


(a) Prior to 1966, includes s.c. 101-68 "Molasses entered under 
tariff item 137/00—-1" 

a) Jusquta 1966, comprend c.s. 101-68 'Mélasses importées dtaprés 
le numéro tarifaire 13'700-L" 
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Table 13 
Tableau 13 
IMPOR? ssoyrupsell.e.S.5 Secs 101-91 (a) 
Importations: #8) OLrOps 41.0... OVS. 101-912) 
Tariff Items ) and 
)13505-1, 13860-1, 13900-1 14000-1 
Numéros tarifaires) et 
Duty as % 
Total Unit Dutiable Duty of dutiable 
Year imports value value collected value 
Importations Valeur a4 Valeur Droits Droits en % 
__ totales ltunité imposable percus de’ la valeur 
Année *000 gal. $1000 $/eal. $*000 $000 imposable 
milliers milliers milliers milliers 
de gal. de $ de $ de $ 
Total — Total 
1963 ee ay He wih ThA 161 PMY 
1964 Die hiya poe had 103 PM? 
1965 PSL 236 <ve 236 Ah 1336 
1966 9, 122 ligt 1 Lae 13 dl ese 
1967 286 316 EELG 215 L'7 Leo 
1968 202. 52 1.69 3he2 43 as 
1969 687 570 63 525 12h 23-5 
Commonwealth Countries - Pays du Commonwealth 
1963 26 62 Lalo 62 A 639 
1964 ES 66 2.00 66 4 Din 
1965 25 56 PPT: 56 Z Lek 
1966 18° «4633 1.86 23 uh tig 
1967 his Qe DWE. 92 mn Sie! 
1968 Lu” eS Lee 78 ¥) Lose 
1969 oe) ag Zeek 9 2 eo 
Most Favoured Nation - Nation la plus favorisée 
1963 976 682 e410 682 bey: po. 
1964 539 LOS I ee, 405 99 Ese) 
1965 226 180 ~80 180 Al 23 ee 
1966 76 89 Lely 89 13 Ie 
1967 Zl eeet ee 223 Ah Lee 
1968 160 264 165 26k 39 th 
1969 665 521 SEs: 47h 123 OO.) 


oL9 


Table 13. (Concl'd) 
Tableau 13. = (Fin) 
Duty as % 
Total. Unit Dutiable Duty of dutiable 
Yoar imports value value collected value 
Importations Valeur a aleur Droits “Droits en % 
totales ltunité imposable percus de la valeur 
Annéo '000 gal. $1000 $/gal. $t000 $* 000 imposable 
milliers milliers milliers milliers 
de gal. de $ de $ de § 
United Kingdom - Royaume—Uni 
1963 26 62 Pipes, 62 4 6.9 
1964 ee 66 2.00 66 h SHAS. 
1965 25 56 Pea M 56 2 beet 
1966 18 £6) 1.86 33 iL ee ds 
1967 Ad 92 PIP 92 A OR 
1968 Al 78 L865 73 3 Wo 
1969 aa 9 Beak L9 2 365 
United States - Etats-Unis 
1963 Os 67h .69 674 156 pp ie 
1964 Do 399 ag he 399 o9 cues 
1965 een 174 he, 174 Ad Phe | 
1966 gn 86 Ly 86 +5 A Rs ya: 
1967 2h2 220 7. 29 43 1b ey) 
1968 158 258 ic aeyh 258 BN) Ay 
1969 663 516 «(0 L69 Lee 26.1 


(a) 


a) 


Prior to 1963 was included in various statistical classes; 
beginning in 1967 includes part of s.c. 101-10 "Maple sugar 
and maple syrup" 

Jusquten 1963, compris dans diverses classes statistiques; 

& compter de 1967, comprend une partie de c.s. 101-10 "Sucre 
et sirop dtérablet 
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TARIFF HISTORY 


The histories of the tariff items within the terms of this 
Reference are unusually complicated. This brief general exposition 
is intended to assist in following the detailed histories of some of 
the items; it deals only with the coverage of the items and omits 
references to the trade agreements which figure so largely in the 
detailed histories. To avoid complicating this exposition, only the 
most important products covered by the items are mentioned; the 
details of the coverage and rates are given in the history of each 
item. 


sugar 


From April 23, 1897 until November 30, 1906, tariff item 
436 applied to sugar not above no. 16 Dutch standard (D.S.) in colour 
and tariff item 435, to sugar above no. 16 D.S. in colour and to 
refined sugars. After a series of changes in wording and rates aris-— 
ing mainly out of tariff negotiations and trade agreements, item 436 
became existing item 13500-1, which relates mainly to sugar for refin- 
ing, and item 435 became existing item 13400-1, which provides, gener- 
ally, for refined sugar and sugar not covered by tariff item 13500-1. 
Tariff item 436 also provided for certain syrups of relatively high 
quality and for such low grade products as "tank bottoms" and "sugar 
concrete", Tariff item 436 was replaced by item 135, in 1906, at 
which time provision was made, in the new item, for molasses testing 
above 56° polarization. 


An important revision occurred in 1921 when sugar above 
no. 16 D.S. for refining was included in item 135 and another, in 1926, 
when the item was amended to include sugar purchased in bond in Canada 
by a refiner. By the tariff revisions of April 6, 1955, the syrups 
and products other than sugar were made the subject of provisions in 
other items and the wording and rates became those of existing item 
13500-1. 


Tariff item 435, and its successor item 134, provided for 
all refined sugars and for sugar above no. 16 D.S., whether or not for 
refining, until 1921, when such sugar for refining was provided for in 
item 135. Until 1926, tariff item 134 continued to cover sugar above 
no. 16 D.S. purchased in bond in Canada; in 1926, the provisions 
regarding such purchases in bond by a refiner, for refining purposes 
only, were included in item 135. From April 16, 1926 to April 6, 1955, 
item 134 also included sugar syrups testing over 56°. 


Molasses and Syrups 


Although the tariff items described above relate mainly to 
sugar, sugar syrups exceeding 56° polarization were classified under 
item 134 from 1926 to 1955 and certain syrups and molasses were clas-— 
sified in item 135 from 1906 to 1955. 


In 1897, molasses and syrups were classified under three 
principal items: item 436 (q.v. supra) applied to syrups which in 1906 
became subject to item 135; item 441 applied to certain cane molasses; 
and item 440 was the residual item. 
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Item 436 was replaced by item 135 in 1906 (q.v. supra) and 
its coverage was enlarged to include molasses over 56° but not over 
75°, The wording and coverage of item 135 remained essentially 
unchanged until 1955. In 1955, the syrups classified under item 135 
were attracted mainly to the new item 136 (now 13600-1), 137 (now 
13700-1) and 135a (now 13505-1). 


In 1906, the molasses classified under items 440 and 441 was 
attracted to items 135, 136, 137 and 140. Item 135 included cane 
molasses over 56° but not over 75°; item 136 provided for cane molasses 
of 35° but not exceeding 56°, imported under the M.F.N. and General 
Tariffs; item 137 provided for cane molasses not exceeding 56° polar- 
ization, imported under the B.P. Tariff; and item 140 covered all beet 
molasses and syrups and, like its predecessor, item 440, was the 
residual item. 


The tariff was amended in 1913 to provide for cane molasses 
testing less than 35° but not less than 20° polarization in a new 
item numbered 136a, attracting such molasses from items 137, 137a and 
140. Item 136a eventually became an Extract of the later item 136, in 
1958. 


A change occurred when, in 1926, sugar syrups exceeding 56° 
polarization were included in item 134; this item attracted such 
syrups from item 140. Another important change was made in 1930, when 
separate provision was made, in an item numbered 135a, for invert sugar 
and syrups of cane or beets, not including molasses, when imported in 
bulk or in large containers (see history of item for details). This 
new item attracted goods from items 134 and 140. 


The major revision of the relevant tariff items, in 1955, 
made the percentage of contained sugars relative to total solids a 
principal criterion of the classification of molasses and syrups. The 
five principal tariff items concerning the molasses and syrups of this 
Reference, introduced in 1955 or later, are tabulated below in very 
brier outline. 


Contained Sugars 


Tariff Item As & of 
(formerly) Principal Products Total Solids 

13600-1'#) (136) cane molasses, cane syrups less than 71% 
13650-1 beet molasses, beet syrups less than 71% 
13700-1 (137) molasses produced by evaporation 

& partial inversion of cane 

juice, for human consumption nokera terion 
13505 = (135a) invert sugar; cane & beet syrups 

when gross wt. of container & 

syrup exceeds 60 lbs. (b) 71% or more 
14,000-1 (140) cane & beet syrups, n.o.p. 71% or more 


(a) The GATT Extract under item 13600-1 is not known to be used; it is 
given in the detailed history of the item 

(b) Syrups imported in receptacles whose gross weight of receptacle 
and contents does not exceed 60 pounds are the only products known 
to be currently imported under this item 
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The tariff items of Reference 146 in their existing form 
are given first and followed by the various steps that led to their 


present form. 


Tariff item 13400-1 (formerl 


"All sugar above number sixteen Dutch standard 
refined sugars of whatever kinds, grades or 


by tariff item 13500-1. 


When not exceeding eighty-eight degrees 
of polarization 
per one hundred pounds 


When exceeding eighty-eight degrees but 
not exceeding eighty-nine degrees 
per one hundred pounds 


When exceeding eighty-nine degrees but 
not exceeding ninety degrees 
per one hundred pounds 


When exceeding ninety degrees but not 
exceeding ninety-one degrees 
per one hundred pounds 


When exceeding ninety-one degrees but 
not exceeding ninety-two degrees 
per one hundred pounds 


When exceeding ninety-two degrees but 
not exceeding ninety-three degrees 
per one hundred pounds 


When exceeding ninety-three degrees but 
not exceeding ninety-four degrees 
per one hundred pounds 


When exceeding ninety-four degrees but 
not exceeding ninety-five degrees 
per one hundred pounds 


When exceeding ninety-five degrees but 
not exceeding ninety-six degrees 
per one hundred pounds 


When exceeding ninety-six degrees but 
not exceeding ninety-seven degrees 
per one hundred pounds 


When exceeding ninety-seven degrees but 
not exceeding ninety-eight degrees 
per one hundred pounds 


83 


85 


87 


89 


OL 


2B. 


Ye 


eas 


99 


$1. 


oi 


Py qlee ai 


Coss 


cuss 


cts. 


cts. 


cts. 


cue: 


cus. 


cts. 


cuss 


Ol 


03 


a 


$1.50 


$1.53 


$1.55 


$1.58 


$1.62 


$1.65 


$1.68 


Puno 


Sh 


S77 


$1.80 


an colour, and ala 
standards, not covered 


General 


$1.50 


$1.53 


$1.55 


$1.58 


e162 


$1.65 


$1.68 


$1.70 


Si 7h 


SI? 


$1.80 
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aes M.F.N. General 
When exceeding ninety-eight degrees but 
not exceeding ninety-nine degrees 
per one hundred pounds $1.09 $1.89 $1.89 
When exceeding ninety-nine degrees 
per one hundred pounds $1.09 $1.89 $1.89 


"Refined sugar is entitled to entry under the British 
Preferential Tariff upon evidence satisfactory to the 
Minister that such refined sugar has been manufactured 
wholly from raw sugar produced in the British colonies and 
possessions, and not otherwise. 


MCAT. 
Ex. Sugar, produced from sugar cane or beets 


"The Government of Canada undertakes, with respect to 
sugar dutiable under tariff items 13400-1 and 13500-1, not 
to impose rates of duty higher than those in effect on lst 
July 1939, but reserves the right to revise the wording of 
the said tariff items, provided that under any such revised 
wording the over-all incidence of import duties and taxes 
shall not be greater than that in effect on lst July 1939. 


"Union of South Africa Trade Agreement ... British Preferential" 


eo (eepri les 


Item 435: "All sugar above number sixteen Dutch standard in 
colour, and all refined sugars of whatever kinds, 
grades or standards ... one cent. per pound," 


1898, April 6 


Item 435: "All sugar above number sixteen Dutch standard in 
colour, and all refined sugars of whatever kinds, 
grades or standards, testing not more than eighty- 
eight degrees by the polariscope, one dollar and 
eight cents per one hundred pounds, and for each 
additional degree one and one-half cent per one 
hundred pounds. Fractions of five-tenths of a 
degree or less not to be subject to duty, and 


fractions of more than five-tenths to be dutiable 


espa,cerrece" 


1898, August 1 
Amendments to the Customs Tariff provided: 


"British Preferential Tariff. On articles entitled 
to the benefits of this preferential tariff ... the 
duty ... shall be three-fourths of the duty mentioned 


in Schedule A," 


1900," duly 1 
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"Provided ... that the reduction shall only apply 
to refined sugar, when evidence satisfactory to the 
Minister of Customs is furnished that such refined 
sugar has been manufactured wholly from raw sugar 
produced in the British colonies or possessions." 


An amendment to the Customs Tariff provided that 


"On articles entitled to the benefits of this prefer-— 
ential tariff ... the duty ... shall be two-thirds of 
the duty mentioned in Schedule A." 


1906, November 30 


Item 134: 


"All sugar above number sixteen, Dutch standard in 
colour, and all refined sugars of whatever kinds, 
grades or standards, testing not more than eighty- 
eight degrees by the polariscope ... per one hundred 


pounds 

Date Mor .N. General 
November 30, 1906 Ve Cuase On Cue. $1.08 
Maye, LOk3 (2 Ctse, 94 CUs, 73 CLSs 
August 21, 1914 $1.52 $1.93 i983 


And for each additional degree over eighty-eight degrees per 
one hundred pounds 


191 June 2 


ltemo135: 


and in effect on June 2, 1913, provided that: 


eae Dalen General 
November 30, 1906 tect. 1-1/3 cts. 14 cts. 
May 13, 1913 dioghe yy T21/3 cts. sel /3ectes 
August 21, 1914 et 1-1/3 cts. 1-173 cha 


"Provided that fractions of five-tenths of a degree or less 
shall not be subject to duty, and that fractions of more 
than five-tenths shall be dutiable as a degree. 


"Provided that refined sugar shall be entitled to entry 
under the British Preferential Tariff upon evidence satis-— 
factory to the Minister of Customs that such refined sugar 
has been manufactured wholly from raw sugar produced in 


the British colonies and possessions, and not otherwise -" 


The West Indies Trade Agreement signed April 9, 1912, 
on the goods enumerated, 


including the sugars of this item, 


1921, May 10 


Item 134: 


1921, May 10 
1922, May eh 
1923, May ax 


Degrees of 


Polarizgavion 


not exceeding 88 


over 88 to 89 


over 


over 


over 


over 


over 


over 


OVC 


over 


over 


OWE Ts 


over 


89 
90 
91 
92 
ve 
9 
95 
96 
a 
98 


ae 


TO 


tO 


0D 


to 


LO. 


to 


to 


to 


140) 


LO 


90 
91 
92 
93 
9h, 
yo 
96 
at 
98 


oh 


"the duties of Customs shall not at any time be more 


Soe 


than four-fifths of the duties imposed on similar 
goods when imported from any foreign country." 


"All sugar above number sixteen Dutch standard in 
colour, and all refined sugars of whatever kinds, 


grades or standards, not covered by tariff item 135. 


British Preferential 


1921 


$1.50 
$1.52 
$1.54 
$1.56 
$1.59 
$1.61 
$1.63 
$1.65 
$1.68 
$1.70 
$1.72 
$1.79 
$1.79 


1922 1923 
- per one hundred 
nist. 983 ches 
Peo ae ole cte. 
PL.g?) 8/7 ete. 
$1.39 89 cts. 
$1.41 91 cts. 
Pieho 93 cls, 
plebo, 9 ct. 
Cle idhe 62 (nels: 
plese 99 ets, 
Ue cilggaiea on 
ay be aor 
$1.59 $1.09 
$1.59 $1.09 


Oe 


pounds 
Se. 
oe: 
2. 
Ge. 
$2. 
ee 
$2. 
$2, 
OZ. 
$2, 
$2. 
oe. 
$2. 


"Provided that refined sugar shall be entitled 


Pie iTirsever f5¢ 


00 
03 
06 
08 
12 
alts: 
18 
20 
ch 
a7 
30 
29 
oF 


to enter under 
the British Preferential Tariff upon evidence satisfactory to 
that such refined sugar has been manufactured 


wholly from raw sugar produced in the British colonies and 
possessions and not otherwise." 


Intermediate and General 


1922 1923 
$2.00 $1.50 
eee pla 3 
$2.06 Pla 
$2.08 $1.58 
$2.12 $1.62 
$2.15 $1.65 
i218 <olyoe 
$2.20) “Gey 
$2.24 $1.74 
eee ee laa 
$2.30 $1.80 
$2.39 $1.89 
Deo ail, eo 


In this form the item gave effect to the West Indies Trade 


Agreement of 1921; at the same time the enactment of Tariff item 135 
attracted from item 134 sugar above number sixteen Dutch standard in 
colour for refining purposes only. 


1921, June 18 


Item 13: 


The West Indies Trade Agreement, in effect on this date, 


provided that: 
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"The Customs Tariff of Canada shall be amended so as 
to provide that sugar above number 16 Dutch Standard in 
colour when imported by a recognized sugar refiner, for 
refining purposes only, upon evidence satisfactory to the 
Minister of Customs, shall not be subject to these duties, 
i.e. the duties on sugar over number 16 Dutch Standard, 
specified in item 134 of the Canadian Tariff. 


"The Canadian Government failing the adoption of the 
polariscope standard for tariff classification, will use 
its best endeavours to establish a more stable colour 
standard than the present Dutch Standard. 


"Provided that sugar as defined under item 134 shall 
receive a preference of not less than 25 per cent of the 
duty charged on foreign sugar." 


i923. May 12 sO) boo, Api 


Tariff item 134 included the following provision: 


"Sugar imported under this item shall not be subject 
to special duty in excess of three-fourths. of one cent per 
pound," 


1925, October 1 


By Order-in-Council, British Preferential Tariff rates 
under this item were extended to Australia. 


1926, Aprid 16 


Item 13: 
"All sugar above number sixteen Dutch standard in 
colour, and all refined sugars of whatever kinds, grades 
or standards, not covered by tariff item 135, and sugar 


syrups testing over fifty-six degrees of polarization." 


The rate schedule effective May 12, 1923, remained unchanged. 
An amendment to tariff item 135 attracted from tariff item 134 "sugar 
above number sixteen Dutch standard in colour ... purchased in bond in 
Canada -by a recognized sugar refiner for refining purposes only ..." 


1927, Aprid. 30 


In a new West Indies Trade Agreement, signed on July 6, 
1925, and in force on April 30, 1927, Canada, as in the Agreement of 
1921, undertook that: 


"The Customs Tariff of Canada shall provide that sugar 
above number 16 Dutch standard in colour when imported by a 
recognized sugar refiner, for refining purposes only, upon 
evidence satisfactory to the Minister of Customs, shall not 
be subject to these duties, i.e. the duties on sugar over 
number 16, Dutch standard, specified in item 134 of the 
Canadian Tariff." 


a0 


"Provided that sugar as defined under item 134 of the 
Customs Tariff of Canada shall receive a preference of not 
less than 25 per cent of the duty charged on foreign sugar." 


a June 30 


Under the Canada-—South Africa Trade Agreement, signed 
August 20, 1932, the British Preferential rates, already applicable 
to South Africa, were bound, and Canada undertook that it would: 


mieetees an regard to the goods enmmerated in. Schedule "A", 
[which included tariff item 134/ maintain the margins of 
tariff concession represented by the difference between the 
rates accorded to the Union goods in that Schedule and the 
presently existing rates on similar goods when imported from 
any foreign country." 


1950, January 1 
i pone Cwa 


tne MiNN. raves under tarifi tems 134, 155 and 195) 
were bound under GATT. 


LG ON At bs ae ed 
pugar, produced from sugar cane*or beets 


"The Government of Canada undertakes, with respect 
NO Sligar duiiaple under variid, evens 134. ei25eend 13 5b), 
not to impose rates of duty higher than those in effect on 
July 1, 1939, but reserves the right to revise the wording 
of the said tarifil iuems, provided that ‘under any “such 
revised wording the over-all incidence of import duties 
and taxes shall not be greater than that in effect on 
SC dad DR oa 


1955, April 6 


item 134: With the exception relating to the provision concern— 
ing special duty, the wording and rates coming into force on that 
date are the same as those now prevailing under item 13400-1 quoted 
at the beginning together with the GATT Extract of 1950 binding the 
Moe N. rates. 


1950) vune 30 to 1959, April 10 


Bits M.F.N 
Item 134: “Ex. GATT 
Sugar, for use in the manufacture of 
wine ...... per one hundred pounds $.OL09 $,01L89" 


On April 10, 1959 this. extract became tariff item 13448 
(now 13405-1) and the provision concerning special duty was deleted. 


(See 1923, May 12). 
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Tariff item 13405-1 (formerly 134a and 134 Kx. GATT) 


es a SNe General 
13405-1 "Sugar, for use in the manu- 
TACUUre Ol AWAMTel: wees ete os 

per one hundred pounds $.0109 $.0189 $1.89" 


13500-1 


From June 30, 1956 to April 10, 1959, this provision was 
expressed as a GATT extract from tariff item 134 (now 13400-1) in the 
Office Consolidation of the!’Customs Tariff; on April 10, 1959, it 
became tariff item 134a (now 13405-1). 


The history of drawback item 1050 (now 97050-1) should be 
noted as well. 


Tariff item 13500—1L (former! 


"Sugar above number sixteen 
Dutch standard in colour 
when imported or purchased 
in bond in Canada by a 
recognized sugaryreriner, 
for refining purposes “only, 
under regulations by the 
Minis ter,:and) sugar 0, pe; 
not above number sixteen 
Dutch standard in colour, 

When not exceeding seventy- 
six degrees of polarization 

per one hundred pounds 


When exceeding seventy-six 
degrees but not exceeding 
seventy-seven degrees ..... 

per one hundred pounds 


When exceeding seventy-seven 
degrees but not exceeding 
seventy-eight degrees ..... 

per one hundred pounds 


When exceeding seventy-eight 
degrees but not exceeding 
seventy—nine degrees ...... 

per one hundred pounds 


When exceeding seventy-nine 
degrees but not exceeding 
eighty degrees si es. see es 

per one hundred pounds 


Bere 


Ciex 


20.627 


Povo, 


PLO asl a¥: 


20.687 


20, (O04 


6 and 13 


Morn. 


Cts. 


(Oso) 


ee: 


(Deo 1h 


(e738 


80.298 


General 


Cus. 


fi Otewitl 


(rele 


(ena 


77.936 


80.298 


Sie, 


13500-1 When exceeding eighty degrees 
but not exceeding eighty- 


(con. ) 


one degrees 
per one 


When exceeding 
degrees but 


hundred pounds 


eighty-one 
not exceeding 


elghty-two degrees ....... 


per one 


When exceeding 


hundred pounds 


elghty-two 


degrees but not exceeding 
eighty-three degrees ..... 


per one 


When exceeding 
degrees but 
eighty-four 

per one 


When exceeding 
degrees but 
eighty-five 

per one 


When exceeding 
degrees but 


hundred pounds 


eighty-three 

not exceeding 
MSZ VCCe voi. sie4 
hundred pounds 


eighty-four 

not exceeding 
GEPTeEeS esses 
hundred pounds 


eighty-five 
not exceeding 


eighty-six degrees .....' 


per one 


When exceeding 
degrees but 


eighty-seven degrees 


hundred pounds 


eighty-six 
not exceeding 


per one hundred pounds 


When exceeding 
degrees but 


eighty-seven 
not exceeding 


eighty-eight degrees ..... 


per one 


When exceeding 
degrees but 
eighty-nine 

per one 


When exceeding 
degrees but 


hundred pounds 


eighty-eight 


not exceeding 


GeRNECCS! so. .%.5 
hundred pounds 


eighty-nine 
not exceeding 


DIneLy Ceerees Faeessssnce 


per one 


When exceeding 


hundred pounds 


ninety degrees 


but not exceeding ninety- 


one degrees 
perce 


eoeoeosveeveeveeeeer oe @ 


hundred pounds 


20.747 


OHS 


20585'/ 


20.947 


21.036 


A126 


eaten 


2607 


Cele 


23.848 


82.659 


S502. 


87.383 


90.040 


92.697 


CN ee 


93,010 


General 


82.659 


cise er ae 


87.383 


90.040 


92.697 


Uae 


98.010 


$1.00963 $1.00963 


$1.03915 $1203915 


SLC Ao ble. 07577 


SlsiOOs 21611000 
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13500-1 When exceeding ninety-one 


(con.) 


degrees but 


ninety-two degrees 


per one 


When exceeding 
degrees but 


not exceeding 


hundred pounds 


ninety-two 
not exceeding 


ninety-three degrees’ ..... 


per. one 


When exceeding 
degrees but 
ninety-four 

per one 


When exceeding 
degrees but 
ninety-five 

per one 


When exceeding 
degrees but 


hundred pounds 


ninety-three 

not exceeding 
MeSTCeS Paaesie 
hundred pounds 


ninety-four 

not exceeding 
MEBTCES ei eaters 
hundred pounds 


ninety-five 
not exceeding 


ninety-six degrees ..socee 


per one 


When exceeding 
degrees but 


hundred pounds 


ninety-six 
not exceeding 


ninety-seven degrees ..... 


per one 


When exceeding 
degrees but 


hundred pounds 


ninety-seven 
not exceeding 


ninety-eight degrees ..... 


per one 


When exceeding 
degrees but 
ninety-nine 

per one 


When exceeding 


degrees we... 


per one 


Note: 


hundred pounds 


ninety-eight 

not exceeding 
CeereGare ees va 
hundred pounds 


ninety-nine 


hundred pounds 


(See extract shown under 


tariff iten 13)00-i)" 


LS97 April 23 


436 


SOM eS i 


26.762 


27.37 


eareintgt 4 


29.688 


30.664 


34 10k 


35.606 


Mie sis 


SL She 


$1.18085 


1 21627 


$1.25170 


eT 2e712 


$1.32255 


$1.35798 


$1.4'7606 


$1.47606 


General 


$1.14542 


$1.18085 


ei 2l6e? 


$1.25170 


$1.28712 


$1.32255 


$1.35798 


$1.47606 


$1 .4.7606 


"Sugar, n.e.s., not above number sixteen Dutch standard in 
colour, sugar drainings, or pumpings drained in transit, melado 
or concentrated melado, tank bottoms and sugar concrete, one-half 
cent per pound; the usual packages in which imported to be free." 


Dat 


1898, April 6 
1436 "Sugar, n.e.s., not above number sixteen Dutch standard in 


colour, sugar drainings or pumpings drained in transit, melado 
or concentrated melado, tank bottoms and sugar concrete, test-— 


ing not more than seventy-five degrees by the polariscope 
forty cents per one hundred pounds, and for each additional 
degree one and one half cent per one hundred pounds. Fractions 
of five-tenths of a degree or less not to be subject to duty, 


and fractions of more than five—tenths to be dutiable as a 
degree, The usual packages in which imported to be free," 


1898, August 1 
Amendments to the Customs Tariff provided that: 


"Raw sugar, including all sugar described in item 436 of 
Schedule A, may, when imported direct from any British 
colony or possession, be entered for duty or taken out of 
warehouse for consumption in Canada at the reduced rate of 
duLy provided in the British Preferential Tariff." 


"British Preferential Tariff. On articles entitled to the 


benefits of this preferential tariff ... the duty... shall 
be three-fourths of the duty mentioned in Schedule A," 
LOO) adily 


An amendment to the Customs Tariff provided that: 


"On articles entitled to the benefits of this preferential 
tariff ... the duty ... shall be two-thirds of the duty 
mentioned in Schedule A." 


1906, November 30 


Biss) "Sugar, n.o.p., not above number sixteen Dutch standard 
in colour, sugar drainings or pumpings drained in transit, 
melado or concentrated melado, tank bottoms, sugar concrete, 
and molasses testing over fifty-six degrees and not more than 
seventy-five degrees by the polariscope. 


B.P, Intermediate General 


per one hundred pounds 313¢ L5¢ 52d 


And for each additional degree 
over seventy-five degrees per 
one hundred pounds lg 1-1/3¢ 1ls¢ 


"Provided that fractions of five-—tenths of a degree or 
less shall not be subject to duty, and that a fraction of more 
than five-tenths shall be dutiable as a degree. 


"Provided that all raw sugar, including sugar specified 
in this item, the produce of any British colony or possession, 
shall be entitled to entry under the British Preferential Tariff, 
when imported direct into Canada from any British colony or 


possession," 
1913 Mayol 


The nomenclature of item 135 remained unchanged but, by 
amendment to the Customs Tariff, the rates of duty were changed and a 
proviso regarding special duty was added: 


338 


B.P, Intermediate General 
ine ys) "per one hundred pounds 25¢ 31t4¢ 3129 


And for each additional degree 
over seventy-five degrees per 
one hundred pounds 2¢ lig lig 


Provided that sugar entered _under this item shall not be 
subject to special duty," 


LOLS wunere 


The West Indies Trade Agreement, signed April 9, 1912, and 
in effect on June 2, 1913, provided that, on the goods enumerated, 
including the sugars of this item: 


"the duties of Customs shall not at any time be more than 
four-fifths of the duties imposed on similar goods when imported 
from any foreign country; provided: 


"That on raw sugar not above No. 16 Dutch Standard in 
colour, and molasses testing over 56 degrees and not over 
(>) degrees by the polani scope, ule prelercnce sinela Tour 
of the Colony shall not at any time be less than 43 cents 
per 100 lbs., and for each additional degree over 75 degrees 
the preference, shall not be less than 4 cent per 100 lbs, 
"The Act of Parliament of Canada entitled An Act respect— 
ing duties of Customs, assented to on the 12th day of April, 
1907, as amended by chapter 10 of the Acts of Parliament of 
Canada, 1909, shall ... be amended as follows: 


wTaritt item 135c to be repealed, 


"Tt is understood that the Canadian Customs Tariff item 
135b shall not be affected by ....this agreement before the 
end of December, 1914, when the said tariff item expires, 
and that the said tariff item shall not be thereafter con- 
tinued while this Agreement is in force." 


Certain sugar which would otherwise have been entered under 
item 135 had previously been admissible under items 135a, 135b and 135c. 


1914, August 21 


Without change in nomenclature, the rates of tariff item 135 


became: B.P. Intermediate General 


135 "per one hundred pounds" S8¢ $1,112 $1.112 


"And for each additional degree 
over seventy-five degrees per 


one hundred pounds 1a" 


|W 
Q 
kh 

FH 


1921, May 10 Change in words and rates, 


1923, May ie” Change in raves only, 


Leh "Sugar above number sixteen Dutch standard _in colour, 
when imported by a recognized sugar refiner, for refining 
purposes only, under regulations by the Minister of Customs 


and Inland Revenue; and sugar, n.o.p., not above number 
sixteen Dutch standard in colour, sugar drainings or pump- 
ings drained in transit, melado or concentrated melado, tank 
bottoms, sugar concrete, and molasses testing over fifty-six 
degrees and not exceeding seventy-six degrees, 


O27 


When not exceeding seventy 
six degrees of polarization 


When exceeding seventy-six 
degrees but not exceeding 
seventy-seven degrees 


When exceeding seventy-seven 
degrees but not exceeding 
seventy-eight degrees 


When exceeding seventy-—eight 
degrees but not exceeding 
seventy-nine degrees 


When exceeding seventy-nine 
degrees but not exceeding 
eighty degrees 


When exceeding eighty degrees 
but not exceeding eighty- 
One derress 


When exceeding eighty-one 
degrees but not exceeding 
eighty-two degrees 


When exceeding eighty-two 
degrees but not exceeding 
elghty-three degrees 


When exceeding eighty-three 
degrees but not exceeding 
eighty-four degrees 


When exceeding eighty-four 
degrees but not exceeding 
eighty-five degrees 


When exceeding eighty-five 
degrees but not exceeding 
eighty-six degrees 


When exceeding eighty-six 
degrees but not exceeding 
eighty-seven degrees 


When exceeding eighty-seven 
degrees but not exceeding 
eighty-eight degrees 


When exceeding eighty-eight 
degrees but not exceeding 
eighty-nine degrees 


British Int ermediat 
Preferential General 
192.1 = 1963 1921 
per one hundred pounds 

70¢ 35¢ $1.16080 
(Os (0Mioee ag $1.18366 
Lp Cimino $1.20652 
(eagh Gm Bo. e | Vpl.22938 
73¢ 37¢ $1.2522) 
ey agar a) Sie (510 
Ti boy 2380 $1.29796 
Toeoe ewe $1 .32082 
76g 39¢ $1. 34560 
Ogee. 0 $1.37038 
77.5¢ Og $1.39516 

12 sO CeO. 20 $1.41994 
79¢ hig $1.44664 
79.75¢ 41.d¢ $1.47334 


e and 


1923 


81.08¢ 


83.116¢ 


85.152¢ 


87.188¢ 


89,.22h¢ 


91.260¢ 


Spier oi) 


95 332g 


97.560¢ 


99. 788¢ 


$1.02016 


$1.04244 


$1.06664 


$1.09084 


When exceeding eighty-nine 
degrees but not exceeding 
ninety degrees 


When exceeding ninety 
degrees but not exceeding 
ninety-one degrees 


When exceeding ninety-one 
degrees but not exceeding 
ninety-two degrees 


When exceeding ninety-two 
degrees but not exceeding 
ninety-three degrees 


When exceeding ninety-three 
degrees but not exceeding 
ninety-four degrees 


When exceeding ninety-four 
degrees but not exceeding 
ninety-five degrees 


When exceeding ninety-five 
degrees but not exceeding 
ninety-six degrees 


When exceeding ninety-six 
degrees but not exceeding 
ninety-seven degrees 


When exceeding ninety-seven 
degrees but not exceeding 


ninety-eight degrees 


Over ninety-eight degrees 


3h0 


Britzish Intermediate and 
Preferential General 
1921 1923 1921 12 


per one hundred pounds 


80.5¢ keg $1.50388 


81.25¢ he.d¢g $1. 53442 


82d L3¢ $1.56496 


82.75¢ 43.5¢ Sir. 59550 


83.5¢ hhg $1.62604 


Bh 20 “bien. $1.65658 


85¢ L5¢ ee oevi2 


85.75¢ h5.5¢ $1. 71766 


86.50¢ h6¢ $1.74820 


B7u25¢ “Yo. soe ol es250 


$1.11888 


$1.14692 


$1.17496 


$1.20300 


$1 .23104 


$1.25908 


oi eerie 


$1.31516 


$1.34320 
$1.4250 


"Provided that all raw sugar, including sugar specified in 
this item, the produce of any British Colony or possession, 
shall be entitled to entry under the British Preferential Tariff, 
when imported direct into Canada from any British country. 


"Provided that sugar imported under this item shall not be 


subject to special duty." 


1921, June 18 


The rates which came into effect May 10, 1921, and those 
effective May 12, 1923, provided exactly the margin of preference for 
sugar specified in the West Indies Trade Agreement, signed June 18, 
1920, and in effect from June 18, 1921. 


3h1 


The agreement also provided that, 


"The Customs Tariff of Canada shall be amended so as to 
provide that sugar above number 16 Dutch Standard in colour 
when imported by a recognized sugar refiner, for refining 
purposes only, upon evidence satisfactory to the Minister of 
Customs, shall not be subject to ... the duties on sugar over 
number 16 Dutch Standard, specified in item 134 of the 
Canadian Tariff. 


"The Canadian Government failing the adoption of the 
polariscope standard for tariff classification, will use its 
best endeavours to establish a more stable colour standard 
than the present Dutch Standard." 


Prior to May 10, 1921, sugar above number 16 Dutch standard 


in colour imported by refiners was covered by tariff item 134. 


Lee OCcouer. | 


Bal; 


The Australian Trade Agreement, in Schedule II, extended the 
provisions of tariff item 135 to Australian goods imported 


directly into Canada, subject to the following provisos: 


"Provided that the proportionate difference between the 
rates set out opposite the items enumerated in the schedule 
and the general tariff rates under the said items respectively 
shall at no time be less than it is at the time when the said 
abovementioned rates come into force. 


"Provided further that any of the goods above enumerated 
in this schedule the produce or manufacture of Australia 
imported direct into Canada shall be entitled to the benefit 
of any reduction in duties or preference granted in respect 
of like goods imported from any British country." 


1926, April 16 


Ane. 


"Sugar above number sixteen Dutch Standard in colour, 
when imported or purchased_in bond in Canada by a recognized 
sugar refiner, for refining purposes only, under regulations 
by the Minister of Customs and Excise; and sugar n.o.p., not 
above number sixteen Dutch Standard in colour, sugar drainings 


‘or pumpings drained in transit, melado or concentrated melado, 


tank bottoms, sugar concrete, and molasses testing over fifty- 
six degrees and not exceeding seventy-six degrees, 


Bar, M.F.N. General 
cts. CUS. Che. 
When not exceeding seventy-six 
degrees of polarization .... 
per one hundred pounds 20.627 (Ores. 1Oee51. 


When exceeding seventy-six 
degrees but not exceeding 
seventy-seven degrees ...... 
per one hundred pounds 20.647 (RAS: 73.213 


3he 


Bere Mak oN General 


When exceeding seventy-seven 
degrees but not exceeding 
seventy-eight degrees .... 

per one hundred pounds 


When exceeding seventy-eight 
degrees but not exceeding 
seventy—-nine degrees ..... 

per one hundred pounds 


When exceeding seventy-nine 
degrees but not exceeding 
Crenuy SEreCes % se ess aa 

per one hundred pounds 


When exceeding eighty 
degrees but not exceeding 
Crency—-one CeSrees "o.s< ces 

per one hundred pounds 


When exceeding eighty-one 
degrees but not exceeding 
elghty—two degrees ....... 

per one hundred pounds 


When exceeding eighty-—two 
degrees but not exceeding 
eighty—-three degrees ..... 

per one hundred pounds 


When exceeding eighty-three 
degrees but not exceeding 
eighty-four degrees ...... 

per one hundred pounds 


When exceeding eighty-four 
degrees but not exceeding 
eighty-five degrees ...... 

per one hundred pounds 


When exceeding eighty-five 
degrees but not exceeding 
eighty-six degrees ..eceee 

per one hundred pounds 


When exceeding eighty-six 
degrees but not exceeding 
eiphty—seven degrees .....< 

per one lmundred pounds 


When exceeding eighty-seven 
degrees but not exceeding 
eighty-eight degrees ..... 

per one hundred pounds 


cts. 


20.667 


20.687 


20a /Oi7 


EO ad 


PAG is) 


20.767 


20.Co7 


20.947 


21.036 


ZUR 


PM Aes 


Cus. 


(Die Otte 


77.936 


80.298 


82.659 


eo, 021. 


87.383 


90.040 


92.697 


99% 20 


98.010 


$1.00963 


cea 


75 .O14 


iis 2oe 


80.298 


82.659 


Seek 


87.383 


90.040 


92.697 


OD 8202 


98.010 


$1.00963 


When exceeding eighty-eight 
degrees but not exceeding 
eighty-nine degrees ...... 

per one hundred pounds 


When exceeding eighty-nine 
degrees but not exceeding 
Pitre Ve CEL COO. ap sls sy 6 wlesate 

per one hundred pounds 


When exceeding ninety 
degrees but not exceeding 
ninety-one degrees 

per one hundred pounds 


eoee0e30eee# 


When exceeding ninety-one 
degrees but not exceeding 
ninety-two degrees ....e0. 

per one hundred pounds 


When exceeding ninety-two 
degrees but not exceeding 
ninety-three degrees ..... 

per one hundred pounds 


When exceeding ninety-three 
degrees but not exceeding 
ninety-four degrees ... 

per one hundred pounds 


When exceeding ninety-four 
degrees but not exceeding 
NINeLy—Live degrees 2s oss 

per one hundred pounds 


When exceeding ninety-five 
degrees but not exceeding 
MImteuy-Six GeCeree? ais + «es © 

per one hundred pounds 


When exceeding ninety-six 
degrees but not exceeding 
ninety-seven degrees 

per one hundred pounds 


When exceeding ninety-seven 
degrees but not exceeding 
ninety-eight degrees ..... 

per one hundred pounds 


Over ninety-eight 
degrees 
per one hundred pounds 


343 


Bir. 
cts, 


Sabai |. 


ae iy Co 


23.848 


Fu OLD 


e061 99 


26.762 


TEN 


ras WANES 


29.688 


30.664 


35.606 


Means 


$1.03915 


$1.07457 


$1 .11000 


ple ioe 


$1.18085 


$1.21627 


$1.25170 


DLeeey le 


$1 .32255 


$1.35798 


$1.47606 


General 


$1.03915 


$1.07457 


$1.11000 


$1.14542 


$1.18085 


Sl2loe7 


$1.25170 


$1.28712 


$1.32255 


$1.35798 


$1. 47606 


Provided that sugar imported under this item shall not be 


subject to special duty." 


3hh 


Load ee April. 50 


The West Indies Trade Agreement, signed July 6, 1925, and 
in force on April’ 30, 1927, established the sciedulé or preterences 
introduced on April 16, 1926, for sugars exceeding g2° polarization; 
for sugars of lower polarizations the schedule of preferences was as 
follows. 


Preference, in dollars 


Degrees of Polarization per 100 pounds 
"Not exceeding 76 degrees $0.48647 
Exceeding 76 and not exceeding 77 Cee 
Exceeding 77 and not exceeding 78 0753781 
Exceeding 78 and not exceeding 79 ‘0 .o2gks 
Exceeding 79 and not exceeding 80 0.58915 
Exceeding 80 and not exceeding 81 0.61482 
Exceeding 81 and not exceeding 82 0.64049" 


The Agreement also stated: 


"The Customs Tariff of Canada shall provide that sugar above 
number 16 Dutch standard in colour when imported by a recog- 
nized sugar refiner, for refining purposes only, upon evidence 
satisfactory to the Minister of Customs, shall not be subject 
to ... the duties on sugar over number 16 Dutch standard, 
specified in item 134 of the Canadian Tariff." 


1931, August 3 


Australian Trade Agreement of 1931 


Is ape "Sugar, above No. 16 Dutch standard in colour, when 
imported or purchased in bond in Canada by a recognized sugar 
refiner, for refining purposes only, under regulations by the 
Minister, when exceeding 98 degrees, but not exceeding 99 


degrees polarization 31.64 cents per 100 lbs." 
Canada also agreed to maintain the margin of preference thus 
created. 
1931, August 22 


By order-in-council the rate agreed to in the Australian 
Agreement of 1931 was extended to all British Preferential countries. 


1932, October 13 to 19559 Apral 6 


The extension of the rate in the Australian Trade Agreement 
to all British Preferential countries was incorporated into the Customs 
Tariff, by statute, as tariff item 135b in the same terms as the extract 
of L931; August 3, Drom teritt item 35. 


3L5 


Loo une: 30 


Under the Union of South Africa Trade Agreement, Canada 
bound the B.P. rates under tariff items 135 and 135b to South Africa 
and undertook to maintain the margins of preference thus established. 


Dyas, bora 1 


Under the War Measures Act, P.C. 6582 (1942), goods speci- 
fied in tariff items 135 and 135b were exempted from customs duties 
aoa April 1, 1942 to March 31, 1947, when the War Measures Act ceased 

O apply. 


Ro er 


By P.C. 884 (1947), the exemption of P.C. 6582 (1942) was 
limited to the goods specified in items 135 and 135b when imported or 
purchased in bond in Canada by a recognized sugar refiner, for refining 
purposes only, or when imported for use in Canadian manufactures; these 
continued to be exempt from customs duties. 


1947, November 3 
P.C. 884 (1947) was revoked by P.C. 4495 (1947). 


1948, January 1, GATT 
and 


LODO, May 19, GATTI 


ix, 134 "Sugar, produced from sugar cane or beets. 


The Government of Canada undertakes, with respect to 
Sugar adutiable under tariir items 134, 135 and 135b, not to 
impose rates of duty higher than those in effect on July 1, 
1939, but reserves the right to revise the wording of the 
said tariff items, provided that under any such revised 
wording the over-all incidence of import duties and taxes 
shall not be greater than that in effect on July 1, 1939." 


1955, Aprils 


Item 135 was amended to exclude liquid sugars and molasses. 
At the same time, the provision in tariff item 135b, for sugar exceed- 
ing 93° but not exceeding 99° polarization was incorporated into this 
item and item 135b was deleted. 


135 "Sugar above number sixteen Dutch standard in colour 
when imported or purchased in bond in Canada by a recog 
nized sugar refiner, for refining purposes only, under 
regulations by the Minister, and sugar, n.o.p., not above 
number sixteen Dutch standard in colour." 


3.6 


The rate schedule up toand including sugar "not exceeding 
ga° " polarization was identical with that introduced on Boral oy W926, 


Bais Mek aN General 
cts. 
"When exceeding ninety-eight 
degrees but not exceeding 
ninety-nine degrees 
per one hundred pounds 31.64 $1.47606 $1.4'7606 
When exceeding ninety-nine 
degrees 
per one hundred pounds 35.606 $1.4'7606 $1.47606" 


The note respecting the GATT extract of 1948, January 1 and 
1950, May 19, was amended to delete the reference to tariff item 135b 
and the extract of 1931, August 3, from item 135 was reintroduced into 
the Office Consolidation of the Customs Tariff to note the provisions 
of the Australian Trade Agreement of 1931. 


Soe ADELE LO 


By amendment to the Customs Tariff, the proviso that "sugar 
imported under this item shall not be subject to special duty" was 
deleted: 


Tariff item 13500-1, in its present form is) reproduced in 
full “at the beginning of the Tariff history of sLhissicen, 


Tariff item.13500-<a(former) yikes 5) 
1960, June 30 


Ex; L355 "Australian Trade Agreement 

Sugar above No. 16 Dutch standard in colour when 
imported or purchased in bond in Canada by a 
recognized sugar refiner, for refining purposes 
only, under regulations by the Minister, when 
exceeding ninety-eight degrees, but not exceeding 
ninety-nine degrees spo larization Saat Secesslele ae’. as 
Stew etendetoaenbds Modetees em Eeperreh Gee as cigs 


Union of S0uth Africa Trade Agreeiemt 00. 1. cetera ten 
@eeoeoeeereee#e7eeoseenre*?aeeoeee?#eee British Preferential" 


This provision records the Australian Trade Agreement, Signed 
February 12, 1960, replacing the agreement in effect from August 3, 
1931; the agreement also bound the margin of preference at $1.15966 
per one hundred»spoundss 4b, further records:the: Unionsoefgocoutheninica 
Trade Agreement extending British Preference to that country. 
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Tariff item 135a 
1906, November 30 to 1909, April 21, when replaced by tariff item 135b 


Loe "Raw sugar as described in tariff item 135, when 
imported to be refined in Canada by Canadian sugar 
refiners, to the extent of twice the quantity of sugar 
refined during the calendar years 1906, 1907 and 1908 
by such refiners from sugar produced in Canada from 
Canadian beet-root under regulations by the Minister 
of Customs. 


rs Intermediate General 


per one hundred pounds, 
testing not more than 
seventy-five degrees by 
the polariscope 313¢ 313¢ 314¢ 


And per one hundred pounds 
for each additional degree 
over seventy-five degrees lg l¢g l¢g 


"This item to expire December 31, 1909 


"Provided that sugar under this item shall not be subject 
to special duty." 


191 Mavi 23 to. 191). ausust. 2 


19a "Raw sugar as described in tariff item 135, when 
imported to be refined in Canada by Canadian sugar refiners, 
to the extent of the quantity of sugar refined during the 
calendar years 191é and 1913, by such refiners from sugar 
produced in Canada from Canadian beet-root under regula- 
tions by the Minister of Customs. 


per one hundred pounds, 
testing not more than 
seventy-five degrees by 
the polariscope 25¢ 25¢ 25¢ 


And per one hundred pounds 
for each additional degree 


over seventy-five degrees 2¢ 2g 2g 


"Provided that sugar imported under this item shall not 
be subject to special duty. 


"This item to expire December 31, 1914." 


348 
1911, Aumist 2leto. Lol December 31 


Change in rates only to: 


ons Intermediate General 

135a 
"per one hundred pounds, 

testing not more than 

seventy-five degrees by 

the polariscope 88¢ 88¢ 88¢ 
And per one hundred pounds 

for each additional degree 

by the polariscope Z¢ Z¢ AL 


Tariff item 135b (1909-1913) 
1909, April 21 to 1913, May 13, when Teplaced by tariit itemplj5a. 


1b "Raw sugar as described in tariff item 135 when 
imported to be refined in Canada by Canadian sugar 
refiners, to the extent of twice the quantity of sugar 
refined during the calendar years 1909, 1910 and 1911 by 
such refiners from sugar produced from Canadian beet root, 


and_an equal quantity of sugar to that refined during the 
calendar years 1912 and 1913 by such refiners from sugar 
produced in Canada from Canadian beet root -- the whole 


under regulations by the Minister of Customs -- 


Si a Intermediate General 

per one hundred pounds, 

testing not more than 

seventy-five degrees by 

the polariscope 314¢ 314¢ 314¢ 
And per one hundred pounds 

for each ddditional degree 

over seventy-five degrees lg l¢ l¢g 


"Provided that sugar under this item shall not be subject 
to special duty. 


"This item to expire December 31, 1914." 


Tariff item 135b (1932-1955) 


See text of history of tariff item 135 under 1932, October 13 
and under 1955, April 6. 
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larait “ivem: L35¢ 
1909. April 21 to 1913,.May.13 


"Raw sugar as described in tariff item 135, when 
imported to be refined in Canada by any sugar refining 
company not engaged in refining sugar from the product of 
the Canadian beet-root, to the extent of one-fifth of the 
weight of sugar refined from raw sugar by such refining 
company in Canada during the calendar year in which raw 
sugar is imported -- under regulations by the Minister of 
Customs. 


Be ae Intermediate General 


per one hundred pounds 
testing not more than 
seventy-five degrees by 
the polariscope 314¢ 314¢ 314¢ 


And per one hundred pounds 
for each additional degree 
over seventy-five degrees 1¢ Le lg 


Provided that sugar imported under this item shall not 
be subject to special duty." 


The West Indies Trade Agreement, in force June 2, 1913, 
provided for the repeal of item 135c. 


Tariff item 13505-1 (formerly 135a) 


"Invert sugar, and syrups the product of the sugar cane or beet, 
and abl imitations thereof or substitutes therefor, in which 
the percentage of the total of reducing sugars after inver- 
sion is seventy-one per cent or greater of the total solids 
by weight, not including syrups in receptacles of such size 
that the gross weight of the receptacle and Seo, does 
not exceed 60 pounds: 


Be ieeite els seals General 
"When the total of reducing sugars after 

inversion is equivalent to not more than 

sixty-five per cent by weight of the 


total syrup 
per one hundred pounds 68¢ $1.23 $1.23 


"When the total of reducing sugar after 
inversion is equivalent to more than 

sixty-five per cent, but not more than 
seventy per cent by weight of the total 


syrup 
per one hundred pounds 74g $1.33 Pls 


550 
Bak, M.F.N. General 


"When the total of reducing sugars after 
inversion is equivalent to more than 
seventy per cent by weight of the total 


syrup 
per one hundred pounds 83¢ $1.50 $1.50" 


This item is subject to the provisions of Section 9 of the 
Customs Tariff: 


"Notwithstanding anything in this Act, goods other than 
tobacco, cigars, cigarettes, spirituous or alcoholic liquors 
and articles specified in Schedule A of The West Indies Trade 
Agreement Act, Chapter 16 of the Statutes of Canada, 1926, 
the produce or manufacture of British Honduras, Bermuda, the 
Bahamas, Jamaica, Turks and Caicos Islands, the Leeward Islands 
(Antigua, St. Christopher-Nevis, Dominica, Montserrat and the 
Virgin Islands), the Windward Islands (Grenada, St. Vincent 
and St. Lucia), Barbados, Trinidad and Tobago, and British 
Guiana, when imported direct therefrom, are not subject at 
any time to more than fifty per cent of the duties imposed on 
similar goods as set forth in the General Tariff under regula- 
tions by vine Minister. Sigs eee OAS Ll) 


1930, May 2 


1358 "Invert sugar, and syrups the product of the sugar cane or 
beet, and all imitations thereof or substitutes therefor, 
not including molasses and not including syrups in recep- 
tacles of such size that the gross weight of receptacle 
and contents does not exceed sixty pounds: 


bore M.F.N. General 


"When the total of reducing sugars after 
inversion is equivalent to more than 
fifty-six per centum, but not more 
than sixty-five per centum of invert 
sugar ......-..- per one hundred pounds 68¢ $1.23 $1.23 


"When the total of reducing sugars after 
inversion is equivalent to more than 
sixty-five per centum, but not more 
than seventy per centum of invert 
sugar ....e.... per one hundred pounds 7h¢ uly is $1.33 


"When the total of reducing sugars after 
inversion is equivalent to more than 
seventy per centum of invert sugar 
per one hundred pounds 83¢ $1.50 $1.50" 


This item was introduced as a result of the inquiry by the 
Advisory Board on Tariff and Taxation in its Reference 147 - Invert 
Sugar Syrups; it covered products previously classified in tariff 
items 134 and 140 or as unenumerated goods under tariff item 711. 


Bol 
1 June 30 


Under the Union of South Africa Trade Agreement, Canada 
bound the B.P. rates under item 135a to South Africa and undertook to 
maintain the margins of preference thus established. 


1955, April .6 


Item 135a introduced on this date has not since been changed: 
it has since covered certain syrups formerly classifiable under items 
134, 135, 136 and 137 because of amendments to these items. 


Tariff item 13600-1 (formerly 136) 


"Syrups, the product of the sugar cane, in which the percen- 
tage of the total of reducing sugars after inversion is 
less than seventy-one per cent of the total solids by 
weight 


bers M.F.N. General 
per gallon Free 1 ct. 14 cts." 
mix. GATT 


Molasses of cane, testing by polariscope under thirty-five 
degrees but not less than twenty degrees 


per gallon Bao rn 


L697. hors | te} 


Tariff item 6 free 11st 


"Molasses, second process, or molasses derived from the manu- 
facture of "molasses sugar", testing by polariscope less 
than 35 degrees, when imported by manufacturers of black- 
ing Or (86 11 unetrvows factories,; in«-bhe manufacture of 
blacking, -- conditional that the importers shall, in ad- 
dition to making oath at the time of entry that such molasses 
is imported from such use and will not be used for any other 
purpose, cause such molasses to be at once mixed in a. proper 
tank made for the purpose with at least one-fifth of the 
quantity thereof of cod or other oil, whereby such molasses 
may be rendered unfit for any other use, such mixing to be 
done in the presence of a Customs officer at the expense of 
the importer, and under such further regulations as are from 
time to time considered necessary in the interest and for 
the protection of the revenue, and that until such mixing 
is done and duly certified on the face of the entry thereof 
by such Customs officers the entry shall be held to be 
incomplete and the molasses subject to the usual rate of 
duty as when imported for any other purpose." 


352 


In the Customs Tariff of 1897, the other products of exist- 
ing item 13600-1 were generally under item 440, although some may 
have been under items 436 and 441. 


1899, August 19 


Certain products of item 440 were transferred to the free 
List: 


"By Order in Council of the 19th of August, 1899, syrup 
or molasses of cane or beet, testing under 35 degrees by the 
polariscope, for use in the manufacture of compressed food 
for live stock, when imported by the manufacturers of such 
food, to be used for such manufacture only in their own 
factories, was transferred to the list of goods which may be 
imported free of duty." 


1906, November 30 


Tariff item 137a 
"Molasses of cane, testing under thirty-five degrees by 
polariscope, when imported for use exclusively in the 


manufacture of compressed food for live stock" 


ber MIEN General 
Free Free Free 
Except as provided for in this new item 137a, the goods 
covered by item 634 and the order-in-council of August 19, 1899, 
became dutiable under tariff items 137 and 140. Item 137a was 
repealed May 13, 1913. 
1913) Mey ob 
laratt 1vem 1 36a 


"Molasses of cane, testing by polariscope under thirty-five 
degrees but not less than twenty degrees 


eee ty oe UE a General 
per gallon Free 1s cts. 14 cts." 


This item covered goods previously classified under items 
137a and 140. 


1913, dune’ 2 


The West Indies Trade Agreement, signed April 9, 1912 and in 
effect on June 2, 1913, provided that: 


5 pe, 


"On all goods enumerated in Schedule B, being the 
produce or manufacture of any of the above-mentioned 
Colonies, imported into the Dominion of Canada, the duties 
of Customs shall not at any time be more than four-fifths 
of the duties imposed on similar goods when imported from 
any foreign country; provided: ... 


"The Act of Parliament of Canada entitled An Act 
respecting duties of Customs, assented to on the léeth day 
of April, 1907, as amended by chapter 10 of the Acts of 
Parliament of Canada, 1909, shall, in addition to the amend- 
ments necessary to give effect to the foregoing provision 
of this section, be amended as follows:-— ... 


Tariff item 137a to be repealed," 
"Schedule B" 


"Sugar, molasses and syrups", 


1921, June 18 


Item 136a became subject to Article II of The West Indies 
Trade Agreement, signed June 18, 1920: 


"Subject to the special provisions of Article III, the 
duties of Customs on all goods (other than tobacco, cigars, 
cigarettes, and spirituous or alcoholic liquors) being 
the produce or manufacture of any of the Colonies aforesaid 
imported into Canada, which are now subject to duty or which 
may be made subject to duty at any future time, shall not at 
any time be more than fifty (50) per cent of the duties imposed 
on similar goods when imported from any foreign country." 


OR ge Dt lave | 


Item 136a became subject to Article I of the West Indies 
Trade Agreement, signed July 6, 1925. 


"Subject to the provisions of The Customs Tariff, 1907, 
ands tosthe provisions of Artacle IT) hereof, the) duties of 
customs on all goods (other than tobacco, cigars, cigarettes, 
and spirituous or alcoholic liquors) being the produce or 
manufacture of any of the Colonies aforesaid imported into 
Canada which are now subject to duty or which may be made 
subject to duty at any future time shall not at any time be 
more than fifty per cent of the duties imposed on similar 
goods under the General Tariff of Canada." 


ik June 30 


Under the Union of South Africa Trade Agreement, Canada 
bound the B.P. rate to South Africa and undertook to maintain the 
margin of preference thus established for item 136a." 


354, 


1950, May 19 
M.F.N. 
136a 
GATT HL ko ws 
To55.eAprel 6 


Item 136a was repealed and replaced by item 136 (wording 
and rates of existing item 13600-1); the new item 136 also attracted 
some goods from former items 136 and 137. 


1958, Abebs'7/ 


The G.A.T.T. Extract was added to the Office Consolidation 
of the Customs Tariff to reflect the binding in 1950 and the re- 
negotiation of the 1933 commitment to South Africa. 


Tariff item 13650-1 


"Syrups, the product of the sugar beet, in which the percen- 
tage of the total reducing sugars after inversion is less 
than seventy-one per cent of the total solids by weight 


Dens M.F.N. General 


per gallon Ivcur sia Set. VlCUSs. 
January 1, 1968 per gallon Ipecte, Airechs: (iCLs. 
January 1, 1969 per gallon Srcts Ws ects eamy cts. 


This item was introduced on January 1, 1968, covering 
certain products previously under tariff item 14000-1, to give effect 
to a concession under the Kennedy Round; the present rates have been 
in effect since June 4, 1969. 


Tariff item 13'700-1 (formerly Leis) 


"Molasses, produced by the evaporation and partial inversion 
of the juice of the sugar cane, in which the percentage 
of sulphated ash is not more than nine per cent by weight, 
for human consumption only 


Bere Mor .N. General 


per gallon Free 1 ct. 13 cts." 


PEGs aprid ses 


441 "Molasses produced in the process of the manufacture of cane 
sugar from the juice of the cane without any admixture 
with any other ingredient, when imported in the original 
package in which it was placed at the point of production 
and not afterwards subject to any process of treating or 
mixing, the package in which imported, when of wood, to 
be free, -—- 


DOD 


"(a) Testing by polariscope forty degrees or over, one 
and three-fourth cents per gallon 


'"(b) When testing by polariscope less than forty degrees 
and not less than thirty-five degrees, one and 
three-fourth cents per gallon, and in addition 
Lhereto ne cent.per gallon dor each degree or 
fraction of a degree less than forty degrees." 


Other products now classified under tariff item 13'700-1 
were then dutiable under items 436 and 440. 


1898, Aug. 1 
An amendment to the Customs Tariff provided that: 


"British Preferential Tariff. On articles entitled to 
thes benelivs sol this preferential: tariffs... the duty ... 
shall be three-fourths of the duty mentioned in Schedule A." 


LUOO sduly. 
An amendment to the Customs Tariff provided that: 


"On articles entitled to the benefits of this prefer- 
Cima evel Lae eepulceuiLy ... snall be Lwo-thirds.of the 
duty mentioned in Schedule A." 


1904, June 8: Section 18 of "An Act to amend the Customs Tariff, 1897". 


"Molasses, the produce of any British country entitled to 
the benefits of the British Preferential Tariff, when 


produced from sugar-cane and imported direct by vessel 
from the country of production, in the original package 
in which it was placed at the point of production, and 
not afterwards subjected to any process of treating or 
mixing, shall be free of duty; the package also to be 


free: Provided, however, that the said molasses may be 
transferred _in bond under excise regulations for purposes 
of distillation, and that molasses admitted to entry under 
item 441 in schedule A shall be imported direct from the 


lace of production (or its shippin ort) under regula-— 


tions made by the Minister of Customs." 
1906, November 30 


136 "Molasses produced in the process of the manufacture of cane 
sugar from the juice of the cane without any admixture with 
any other ingredient, when imported direct from the place 
of production or its shipping port, in the original package 
in which it was placed at the point of production and not 
afterwards subjected to any process of treating or mixing, 


testing by the polariscope not less than thirty-five degrees 


nor more than fifty-six degrees, under regulations prescribed 
by the Minister of Customs 
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Bier alls General 
per gallon mele 25 cts. 3 cts." 


137 "Molasses, testing not more than fifty-six degrees by the 
polariscope, the produce of any British country entitled 
to the benefits of the British Preferential Tariff, when 
produced from sugar-cane and imported direct by ship from 
the country of production, “or irom any british comiury, 171 
the original package in which it was placed at the point of 
production, and not afterwards subjected to any process or 
treating or mixing 


Bes M.F.N. General 
Free aan care 


"Provided, however, that the said molasses may be trans- 
ferred in bond under excise regulations for purposes of dis- 
tillation," 


In the tariff revisions of 1906, other molasses previously 
classifiable under item 441 or meeting the requirements of the 1904 
provision, became dutiable under tariff item 135. 


1913, June 2 
The West Indies Trade Agreement provided that: 


"On the goods enumerated in Schedule B, being the 
produce or manufacture of any of the above mentioned 
Colonies, imported into the Dominion of Canada, the duties 
of Customs shall not at any time be more than four-fifths 
of the duties imposed on similar goods when imported from 
any foreign country." 


"Schedule B" 


"Sugar, molasses and syrup". 


1921, June 18 


Items 136 and 137 became subject to Article II of the West 
Indies Trade Agreement, signed June 18, 1920: 


"Subject to the special provisions of Article III, the 
duties of Customs on all goods (other than tobacco, cigars, 
cigarettes, and spirituous or alcoholic liquors) being the 
produce or manufacture of any of the Colonies aforesaid 
imported into Canada, which are now subject to duty or which 
may be made subject to duty at any future time, shall not at 
any time be more than fifty (50) per cent of the duties im- 
posed on similar goods when imported from any foreign country," 


evil 


1a), Apr ef 


These items became subject to Article I of the West Indies 
Trade Agreement, signed July 6, 1925: 


"Subject to the provisions of The Customs Tariff, 1907, 
and to the provisions of Article II’ hereof, the duties of 
customs on all goods (other than tobacco, cigars, cigarettes, 
and spirituous or alcoholic liquors) being the produce or 
manufacture of any of the Colonies aforesaid imported into 
Canada which are now subject to duty or which may be made 
subject to duty at any future time shall not at any time be 
more than fifty per cent of the duties imposed on similar 
goods under the General Tariff of Canada." 


1 June 30 


Under the Union of South Africa Trade Agreement, Canada 
bound the B.P. rates in relation to items 136 and 137, to South 
Africa, and undertook to maintain the margin of preference thus 
establishes. 


1955, April 6 


Item 137 was introduced with its existing wording and rates; 
it provided for products previously classified under items 135, 136 
and 137. The binding to South Africa was re-negotiated. 


Tariff item 13'705-1 (formerly 137a) 


"Molasses powder, without admixture or with added colouring 
or anti-caking agent 


Bee. JMIFLN. General 
per one hundred pounds “35 cts. 45 cis, 50 cts." 


This item is subject to the provisions of Section 9 of the 
Customs Tariff quoted above in full in the history of tariff item 
13505-1. 


nO5o. March 21 


137a "Molasses powder, without admixture or mixed only with any 
necessary anti-caking agent 


er. M.F.N. General 


per one mundred pounds. 25aCte, .4o,cuc., 50 cis.! 


The 1956 amendment re-introduced the rates applicable to this 
product prior to April 6, 1955 under tariff item 140. In the interin, 
it was classified as unenumerated goods under tariff item 711. Prior 
to the 1957 amendment, molasses powder with an added colouring agent was 
also under tariff item 711. This item has been unchanged since 
Maren 5 1957. 
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Tariff item 14000-1 (formerl Onsnge LAO 


"Syrup, the product of the sugar cane or beet, and all 
imitations thereof or substitutes therefor, n.o.p. 


Bar eee iee aN. General 
per gallon °5 cts 6s cts. 7 cts." 


This item is subject to the provisions of Section 9 of the 
Customs Tariff quoted above in full in the history of tariff item 
ne DO jet 


Leg? Apri le<3 


L440 “Syrups and molasses of all kinds, n.o.p., the product of the 
sugar cane or beet, n.e.s., and all imitations thereof or 
substitutes therefor, three-fourths of one cent per pound." 


1898, August 1 


An amendment to the Customs Tariff provided: 


"British Preferential Taritf. On articles entitled te the 
benefits,of this preferential tariff... pthesduly aes ishalle be 
three-fourths of the duty mentioned in Schedule A." 


L900. uly ah 


An amendment to the Customs Tariff provided: 


"On articles entitled to the benefits of this preferential 
tariff ... the duty ... shall be two-thirds of the duty mentioned 
in Schedule A," 


1906, November 30 


140 "Syrups and molasses of all kinds, the product of the sugar-cane 
or beet, n.o.p., and all imitations thereof or substitutes 
therefor 


betes ela General 
per one hundred pounds SOROS os Cus ye a oOe Cee 
1913, June 2 
The West Indies Trade Agreement provided that: 
"On the goods enumerated in Schedule B, being the produce 
or manufacture of any of the above mentioned Colonies, imported 
into the Dominion of Canada, the duties of Customs shall not at 


any time be more than four-fifths of the duties imposed on 
similar goods when imported from any foreign country." 
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"Schedule Bt" 


"Sugar, molasses and syrups". 


Lozi ~sdvune AS 


Item 140 became subject to Article Il of the West Indies 
Trade Agreement, signed June 18, 1920: 


"Subject to the special provisions of Article III, 
the duties of Customs on all goods (other than tobacco, 
cigars, cigarettes, and spirituous or alcoholic liquors) 
being the produce or manufacture of any of the Colonies 
aforesaid imported into Canada, which are not subject to 
duty or which may be made subject to duty at any future 
time, shall not at any time be more than fifty (50) per 
cent of the duties imposed on similar goods when imported 
from any foreign country," 


Oe NOM Sf 


This item became subject to Article I of the West Indies 
Trade Agreement, signed July 6, 1925: 


"MSubject to the provisions of The Customs Tariff, 1907, 
and to the provisions of Article Il hereof, the duties of 
customs on all goods (other than tobacco, cigars, cigarettes, 
and spirituous or alcoholic liquors) being the produce or 
manufacture of any of the Colonies aforesaid imported into 
Canada which are now subject to duty or which may be made 
subject to duty at any future time shall not at any time be 
Morena Tatty penecent-of Ghe duties imposed on’ similar 
goods under the General Tariff of Canada," 


af June 10 
Under the Union of South Africa Trade Agreement, Canada 


bound the B.P. ‘rate to South Africa and undertook to maintain the 
margin of preference thus established for item 140. 


1955, Aprals6 


The existing words and rates were introduced as item 140. 


Tariff item 14005-1 (formerly 140a) 


Bos Mee NS * General 
"Shredded sugar cane 124 p.c. 174 p.c. 173 p.c." 
This item is subject to the provisions of Section 9 of the 


Customs Tariff quoted above in full in the history of tariff item 
13505-1. 


OLS eMac 


This item was introduced with its existing wording and 
rates; the product had previously been classified as unenumerated 
goods under tariff item 711. 


Loss idunes. 
The West Indies Trade Agreement provided that: 


"On the goods enumerated in Schedule B, being the produce 
or manufacture of any of the above mentioned Colonies, imported into 
the Dominion of Canada, the duties of Customs shall not at any time 
be more than four-fifths of the duties imposed on similar goods when 
imported from any foreign country." 


"Schedule B" 


"Shredded sugar cane", 


1921, June 18 


This item became subject to Article II of the West Indies 
Trade Agreement, signed June 18, 1920: 


"Subject to the special provisions of Article III, the 
duties of Customs on all goods (other than tobacco, cigars, 
cigarettes, and spirituous or alcoholic liquors) being the 
produce or manufacture of any of the Colonies aforesaid 
imported into Canada, which are now subject to duty or which 
may be made subject to duty at any future time, shall not at 
any time be more than fifty (50) per cent of the duties imposed 
on similar goods when imported from any foreign country." 


192 Apr. < 


This item became subject to Article I of the West Indies 
Trade Agreement, signed July 6, 1925: 


"Subject to the provisions of The Customs Tariff, 1907, 
and to the provisions of Article II hereof, the duties of 
customs on all goods (other than tobacco, cigars, cigarettes, 
and spirituous or alcoholic liquors) being the produce or 
manufacture of any of the Colonies aforesaid imported into 
Canada which are now subject to duty or which may be made 
subject to duty at any future time shall not at any time be 
more than fifty per cent of the duties imposed on similar 
goods under the General Tariff of Canada." 


i} June 30 


Under the Union of South Africa Trade Agreement, Canada 
bound the B.P. rate to South Africa and undertook to maintain the 
margin of preference thus established. 
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Drawback Item 9'7050-L (formerly 1050) 


Rate of Drawback 


"Raw sugar, imported When used by a recog- 
other than under the nized sugar refinery 
General Tariff in the production of 
refined sugar used in 
the manufacture of wine 99%" 


1910, June 10 
Order in Council, P.C. 1201, dated June 7, 1910 provided: 


"When imported sugar on which duties have been paid is 
used in the manufacture of wine produced from the juice of 
the grape, there may be allowed a drawback of 99 per centum 
of the duties paid on the sugar used in the manufacture of 
the said wine; provided, however, that such drawback shall 
not be paid unless the duty has been paid on the sugar so 
used as aforesaid within three years of the date of the 
manufacture of the said wine, nor unless the claims as 
presented by a manufacturer at any one time aggregate ten 
Goliars," 


1913, May 1 


In conjunction with the tariff changes effective on this 
date, the Department of Customs Memo. 1739-B stated: 


".,.. in view of the Trade Agreement with the West Indies, 
that the above drawback is not payable in respect of any 
raw sugar, except raw sugar produced in a British country." 


1926, April 16 


Drawback Item 1050 


Rate of Drawback 


"Sugar When used in the manu- 
facture of loganberry 
wine, Provided that 
drawback shall not be 
payable in respect of 
any raw sugar, except 
sugar produced in a 


British country ao Decal 
1931, June 2 
"Schedule B to the Customs Tariff ... is amended by 
striking thereout tariff items ... 1050 ... and by repealing 


Order in Council, P.C. 1201, dated the seventh day of June, 
one thousand nine hundred and ten, and by inserting the 
following items, enumerations and rates of drawback of 
customs duty in said Schedule B: 
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Rate of Drawback 


1050. "Sugar, viz: Raw sugar When used in the 
produced in the British manufacture of wine 
Empire, or sugar refined in Canada 


in Canada from raw sugars 
produced in the British 
Empire 99%" 


1956, dure 30 te 1959, april lO eeGATD 


Sugar for use in the manufacture of wine was specifically 
provided for in an extract of tariff item 134. 


1956, vulyel 
Order in Council, P.C. 1956-943, dated June 21, 1956 


Rate of Drawback 


1051 "Raw sugar, imported When used by a recog- 

other than under the nized sugar refinery 

General Tariff during in the production of 

the period July 1, 1956 refined sugar used in 

to dune. 30,1957 the manufacture of wine 99%" 
1957 “March 15 


Existing item 97050-1 (then numbered 1050) was introduced, 
replacing item 1050 of June 2, 1931; . 


1957, Aprile.) 
Urder inecouncil,.F.¢., 1957-563) dated Apri ae 7 


"Item 1051 set out in Schedule B to Order in Council, 
P.C. 1956-943 of 21st June, 1956 is revoked." 
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